PACKARD MOTOR CAR COMPANY
DETROIT 32, MICHIGAN

TJuly 9, 1954,

To Packard Shareholders:
By now you undoubtedly have heard the news about Packard and Studehaker.

Your Company has executed an agreement with The Studebaker Corporation by which Packard will
purchasze all the Studebaker property and assets in exchange for shares of Packard common stock and the
assumption of all of the Studebaker liabilities. With your approval, the name of the Company will be changed
to Studebaker-Packard Corporation.

¥our officers and directors have proceeded only after due consideration and careful study. Among the
factors taken into consideration in arriving at the terms of the Purchase Agreement were the financial history
of both Packard and Studebaker, including sales volume, earnings records and potentials, dividends, properties
and book values, and the market prices of their respective stocks. Data with respect to cach of these factors
is set forth under ComparaTIivE Data in the attached Proxy Statement.

When the purchase is completed, the present Packard shareholders will hold 2898268 shares of the
new Packard common stock, and The Studebaker Corporation will hold 3,542,187 shares of such stock. This
decision was determined only after a long period of negotiations between the Companies. Tn reaching the
conclusion, each of the factors listed above was given due weight and the advice and recommendations of the
securities firm of Cyrus J. Lawrence & Sons and of the investment banking firms of Lehman Brothers,
Kuhn, Loeb & Co. and Glore, Forgan & Co. were considered.

Proposals in connection with this transaction are being presented for your approval at a2 Specizl Meeting
of Shareholders to be held on August 17, 1954. Enclosed herewith is the Notice of the Special Meeting,
tegether with the Proxy Statement setting forth the details of the transaction and proposals and a Proxy
for your use in voting. We carnestly hope that you will study these papers carefully and wvote in favor of all
the proposals submitted to you.

A short explanation may be helpful with regard to the reclassification of the present Packard common
stock contemplated in Proposal A, Cluite apart from the acquisition of the Studebaker properties and assets,
the reclassification is deemed desirable since it will reduce the unusually large number of shares of issued
Packard stock by providing that each five shares of the no par value Packard cominion stock, each share of
which represents 82 of the capital of the Company, presently issued, will be changed into one share of new
common: stock with a par value of $10 per share. Thus, the (15000000 shares of Packard common stock
presently issued will be reduced to 3,000,000 shares, of which 2,898,268 will be outstanding and owned by
Packard shareholders and the balance held as treasury stock. As mentioned above it is helieved highly desir-
able to effect this reduction in the number of shares outstanding. After thizs is done, it iz proposed to issue
3,542,187 shares of the new stock to Studebaker for its properties and assets.

Your directors and management believe that the proposed arrangements will place both Packard and
Studebaker products in a strengthened competitive position in the automotive market of the future. We are
confident that it presents an unusual opportunity for Studebaker-Packard to increase service to the public
and dealers. We believe that Studebaker-Packard will enhance its position in an industry to which both
Packard and Studebaker have made such notable contributions.

You will recall that we outlined to you in our Annual Report for 1933 the first step of the Packard program
for revitalization of the Company, which encompassed the establishment of 2 new facility for engine, automatic




Ieasmg, with option to buy, the body plant where Packa.rd bcdias have heen manuizctured since 1941, Beginning
the first uf this month we smrt&d to manufacture our own automobile hcrd.(es, Wn.h the necessary rearrangement
modernization of its iamhhes will have been substantially H.l:tﬂ'mpfhﬁhﬂd Each -clf these steps has been taken
only after careful consideration of their desirability in any possible expansion of your Company’s business,

In our judgment this is the time for a move which will bring the Compan}rs market mm—age into line
acticn w:th Studebaker will cr-s:-xte the fourth full-ine enterprise in the industry, Dﬂ:tnn.g a lu:le of cars from
the Studebaker Champion in the low-price field to luxury Packards in the high-price field, as well as a line
of trucks appealing to about 85% of the truck market. Thus, Studebaker-Packard will provide a full line of
cars which are essentially complementary and non-competitive with cach other. The benefits of such a full
line of cars are obvious in the advantages to dealers, to your Company’s sales potential and for service to the
buying public.

The present manufacturing and operating facilities of Packard and Studebaker also complement each
other to a considerable dfgr::e Both Packard and Siudebaker will be mamufacturing V-8 engines for their
1955 lines of cars. The engines are of such sizes that there is no overlapping, and offer as mmpic:e: a range
of V-8 engines as are available in the mndustry today. Packard manufactures several items which Studebaker
presently purchases from suppliers. Correspondingly, Studebaker has modern facilities for the production of
certain automobile components which Packard today obtains from outside sources.

Owur studies indicate that many important savings in manufacturing costs and expenses can be obtained in
putting the personnel and physical facilities under a unified management. A considerable portion of the esti-
mated savings are derived from an appraisal of the effect of combining certain productive facilities, of greater
use of common parts and tooling and of combination of many operating functions now performed individually
by both companies., Substantial advantages should also accrue through lower costs in the field of research,
engineering and design.

We believe that the results of this transaction will bring greater benefits to the Company from its promotion,
advertising and public relations activities, especially as public acceptance of Studebaker-Packard as a strong
entity in the automotive field will lend additional strength to the promotion of its individual products.

Your Compzny: should be better situated 1o expand the position of both Packard and Studebaker in the
important arsa of production of defense business. Each has enjoyed an enviable reputation as a supplier of
products for the armed forces.

For these reavons and because of its strong belief that the proposed tramsaction with Studebaker will mark
a significant step forward in the history of Packard Motor Car Company and will prove to be in the best
interests of the shareholders, your Board of Directors strongly recommends that you vote in favor of the
proposals and for the election of the 8 additional directors.

The attached Proxy must be signed by you and returned promptly in order for it to be voted at the
Special Meeting. An addressed envelope requiring no postage if mailed in the United States is enclosed
for your convenience in returning the completed Proxy. Please do this now.

Sincerely yours,
Hucm J. Ferry James J. Naxce
Chairman of the Board President




PACKARD MOTOR CAR COMPANY

DETROIT, MICHIGAN

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS
August 17, 1954

To the Shareholders of
Packarp Motor Car Counpany.

Notice is hereby given that a Special Meeting of Shareholders of this Company will be held on Tuesday,
August 17, 1954, at 9:00 A M., Eastern Standard Time, at the office of the Company, 1580 East Grand
Boulevard, Detroit, Michigan, for the following purposes:

A. To take action on a proposal to amend Articles TT and IV of the Asticles of Incorporation of
the Company, to read substantially as set forth in Exhibit A to the attached Proxy Statement, in order

(i) to broaden the objects and purposes of the Company;

(ii) to provide that the capital stock of the Company shall consist solely of 15,000,000 shares of a
new class of common stock with a par value of $10 per share (herein referred to as “New Common
Stock™) and to reclassify the 15,000,000 shares of presently authorized and issued commeon stock, with-
out par valae, into 3,000,000 shares of New Commeon Stock (on the basis of § shares for 1) ; and

{iii) to define the pre-emptive rights of all shareholders as rights to purchase pro rata ghares
of New Commnon Stock issued for cash only, except the 400,000 shares of New Commeon Stock
reserved for issuance to officers and emplovees;

B. To take action on a proposal to authorize the Board of Directors of the Company to adopt
such plan or plans, including the granting of stock options, for the sale of up to 400,000 shares of
New Common Stock of the Company to officers and employees of the Company as said Board shall
deem necessary or desirable, provided that in nio case shall the purchase price of such shares be less
than 95% of their fair market vaiue at the time of sale, or, in the case of an option, at the time of granting
the option;

C. To take action on a proposal to amend Article T of the Articles of Incorporation of the Company,
to read substantially as set forth in Exhibit B to the attached Proxy Statement, in order te change the
name of the Company to “Studebaker-Packard Corporation”, such amendment to be made effective only
upon the acquisition by the Company of the properties and assets of The Studebaker Corporation as set
forth-in Proposal D ;

D. To take action on a proposal fo approve the issuance of 3,542,187 shares of New Commeon Stock
to The Studebaker Corporation and the assumption by the Company of the liabilities of Studebaker in
consideration of the purchase by Packard of the Studebaker properties and assets, all as set forth in the
Purchase Agreement described in the attached PI'D}E}" Statement ;



E. To elect 8 directors of the Company to serve, from the closing under the Purchase Agreement
referred to in Proposal D, with 7 present members of the Board of Directors until the pext Annual
Meeting of Shareholders and until their successors have been duly elected;

and te transact such other business as may properly come before the meeting.

‘The Board of Directors has fixed 3:00 P.M., Eastern Standard Time, on July 9, 1954, as the record
date for the determination of shareholders entitled to notice of, and to vote at, the Special Meeting,

Tn order that your stock may be represented at the meeting in case you are not personally present, please
read the annexed Proxy Statement, fill in and sign the enclosed form of Proxy and return it to the undersigned.

By order of the Chairman of the Board of Directors,

Raobert Blythin, Secretary

Dated: Detroit, Michigan
July 9, 1954,

IMPORTANT

You are one of approximately 100,000 shareholders who own Packard Motor Car Com-
pany. Approximately 85,000 shareholders own less than 200 shares. Your representation,
regardless of the amount of your holdings, is mést important in order to assure a guorum at the
Special Meeting and the carrying out of the foregoing proposals and the election of directors,
as described in the attached Proxy Statement. You are, therefore, earnestly requested to
complete and mail your Proxy promptly.




PACKARD MOTOR CAR COMPANY

Index to Proxy Statement

Arquisition of the Properties and Aszefs of Studebalier ...t 1

Action to be Taken at the Special Meeting ... 3
R e e L e e e e T S A o o ) 3
Elsction of DHirectors ... ..o . 6

R L T T S O R B 1 R SO0 Ol oM N D 1 e = i1

Comparative Data ... T L T e R e s e i

i L e U SR == - .. = e T 11

History, Business and Properties of Studebaker . o o L U 11

Hiztory, Business and Properties oF Packand ... ..o isinsimismmiisi s s 17
I R i fr s N PR VI SR ot it o e S e e 21
Employee Penszion and Other Plans... ... .. . S e A R A o 25
b T 1T ST e 1 A e S 100 e B R R TR A R T S 206
Hateretive to PInSnCAl Sl L s peEves 27

Cost and Method of Proxy Solieibation:. i im i sssmtaiim s smboh i v 27
T e O O P SR P .

Exhibit: A (Certificate of Amendment to Articles IT and IV of Packard's Argicles of
T T O e R e e OB O eA E CHR 7 I o 28

Exhibit B (Certificate of Amendment to Article I of Packard’s Articles of Incorporation) 31
Yafem-ta Manmneral BrataRTaITi, e A F1
Finaneigl Statenpents of Studebaloer (o i i R T F-2
Financial Statements of Packard ... i, By RS OE S 11 L L

Pro Forma Consolidated Balance Sheet of Studebaker-Packard . ..o, F-17



PACKARD MOTOR CAR COMPANY

DETROIT, MICHIGAN

PROXY STATEMENT FOR SPECIAL MEETING OF SHAREHOLDERS
August 17, 1954

This statement is furnished the shareholders in connection with the solicitation by the management of proxies
in the form enclosed to be used at a Special Meeting of Shareholders of Packard Motor Car Company to be
held: at the Office ‘of the Company, 1580 East Grand Boulevard, Detroft, Michigan, ot Tuesdiy, Angust 17,
1954, and at all adjournments of such meeting, for the purposes set forth in the accompanying Notice of
Meeting:

The Special Meeting has been called to take action upon the proposals set forth in the Notice of
Meeting, Favorable action by shareholders on Proposals C and D and the election of 8 additional divectors (E)
is required in order that the Company may carry out the terms of the Purchase Agreement for the acquisition by
the Company of the properties and assets of The Studebaker Corporation, deseribed in detail below, Proposals
A and B, while necessary to the carrying out of the terms of the Purchase Agreement, are considered by the
Board of Directors of the Company to be desirable and in the best interests of the Company and its shareholders,
whaolly apart from such agreement, and are to become effective, irrespective of the acquisition of the properties
and assets of Studebaker under the Purchase Agreement.

ACQUISITION OF THE PROPERTIES AND ASSETS OF STUDEBAKER

After long and careful consideration the Board of Directors of Packard has unanimously approved a
proposal to dcgquire the properties and assets of The Studebaker Corporation. It iz the considered judgment
of the Board of Directors of Packard that this will promote the interests of both Packard and its shareholders
and be the next logical step in the revitalization program of Packard. To that end, Packard has entered into
-a Purchase Agreement with Studebaker providing for the purchase by the Company of the properties and
assets of Studebaker,

The purpose of the foregoing proposal is to advance the interests of Packard's sharehiolders by presenting
a strengthened organization in this highly competitive mdustry with a broadened line of products, lower
unit costs and a combination of successful managerial talent.

The terms of the proposed acquisition, including the amount of Packard stock to be  issued to Studebaker
were determined by extensive negotiations between the two companies. Among the factors taken into
consideration were market prices of the stocks of the two companies, book values of their stocks, sales volume
potential of each and their current and past demonstrated earning powers,

The proposed acquisition will bring together two of the oldest and most respected names in the automobile
industry, The businesses of Packard and Studebaker will complement one another, since Paclards and
Packard Clippers sell in the upper-medium and high-price ranges, while Studebaker Champions, Commanders
and other models sell in the low and medium price ranges. Studebaker-Packard would also manufacture and
sell Studebaker trucks, and, it is believed, would be well qualified for consideration by the Government
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in the awarding of additional defense business, It is belisved that Studebaker-Packard, becanse of its combined
financial and other resources, would be in a better position to diversify its prodacts in various ways including
the acquisition of other businesses,

It is expected that the proposed acquisition will result in substantial direct cost savings in the manufacture
of vehicles through integration of facilities, unification of management and standardizafion of parts. For
instance, Packard manufactires itz own automatic transmissions and its production facilities could be expanded
tor cover Stodebaker transmissions. Studebaker’s Log Angeles, California, assembly plant could be expanded to
accommodate assembly of Packard vehicles for West Coast requirements; Packard currently ships campleted
cars from Detroit to the West Coast with consequent high freight costs. The Studebaker assembly plant in New
Brunswick, New Jersey, has since its completion been used exciusively for defense production work; the
comhmq:d vnlum:s of Stu-;i-z:bal\m and I’a-::kard might well gusuiy mvestment in assembly famimes at this 10::311-:):1
exist fc:r standardization in certain pﬂl"‘:.ﬁ assemblies and components. It is alsa heheved that the per unit cost of
both lines of cars could be reduced by savings in tooling costs on new designs, integration of engineering and
design work, and combination of the general and administrative staffs of both companies.

With respect to distribution, a limited policy of dual dealerships, where one dealer handles both Studebaker
and Packard lines would increase market coverage. Packard and Studebaker cars would be distributed through
Packard or Studebaker dealers in localities where a single dealership has not been economically feasible. Also,
a combined Studelaler and Packard line might well justify the opening of new dealerships in areas where
neither company now maintains dealers becanse of insufficient volume potential.

Purchase Agreemeni

The terms of the propesed acquisition are set forth in the Purchase Agreement between Packard and
Studebaker, dated June 22, 1954, Copies of the Purchase Agreement are available for inspection by any
shareholder at the office of the Company at 15380 East Grand Boulevard, Detm:t Michigan, and at Guaranty
Trust Company of New York, 140 Broadway, New York, New York. In addition, a copy will be sent to any
shareholder upon request directed to either of the aforementioned addresses.

Packard will purchase Studebaker's properties and assets, will assume Studebaker’s Labilities and wall
issue to Studebaker 3,542,187 shares of a new class of Packard eomaton stock, Packard first having reclassified
its presently-issued Common Stock into shares of such new class (herein referred to as “New Commion Stock™).
The assumed liabilities include Studebaker’s $7,500,000 of 334% Sinking Fund Debentures Due December 1,
1966 [described below under “Dlebt Arrangements” ).

Upon consummation of the acquisition, Packard will change its name to Studebaker-Packard Corporation.
Eight of the present Studebaker directors will be added to an enlarged Board of Directors and certain officers
of Studebaler will be added to top managemeat. Mr. Jam¢5 J. Nance will continue as President and Chief
Executive Officer of the Company, with the responsibility of the direction and supervision over the business
and ‘affairs of the Company, subject to the Board of Directors. Mr. Paul Hoffman, now Chairman of the
Board of Studebaker, will become Chairman of the Board, and Mr. Harold S. Vance, now President of Stude-
baker, will become Chairman of the Executive Committee of Studebaker-Packard. It is contemplated that other
officers and employees of Packard and Studebaker will be elected or appointed as officers or to other appropriate
positions in the management of Studebaker-Packard,

The Purchase Agreement provides that the obligations of each of the parties to close the transaction are
subject to various conditions, including, among others, conditions relating to opinions of counsel, the correctness
at the closing date of the representations and warranties of the other party, the performance by such other
party of the terms and conditions to be performed by it and the absence of any changes {other than operating
losses) in the business, property or financial condition of such other party which shall have had a materially
adverse effect on the value of its business, the listing of the Packard New Common Stock on the New York
Stock Exchange and the Detroit Stock Exchange and, if necessary, the registration of such stock under the
Securities Exchange Act of 1934, the réceipt by Studebaker and Packard of rulings from the Commissioner of
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Internal Kevenue to the effect outlined below under the caption “Tax Status”, the modification to the satisfaction
of the parties of present borrowing arrangements, and the condition that neither party shall have been notified
by the United States Department of Justice or the Federal Trade Commission that legal proceedings adverse to
the transaction are contemplated under the anti-trust laws of the United States,

The Purchase Agreement may be modified by agreement of the parties prior to the closing theréunder and
any of the conditions thereof may be waived by cither party. Either Packard or Studebaker, by action of its
Board of Directors, may abandon and terminate the Purchase Agreement at any fime prior to the taking
of action thereon by its shareholders. The Purchase Apreement further provides that Packard and Studebaker
may, by mutual consent of their respective Boards of Directors, abandon and terminate the Purchase Agreement
at any time prior to the closing.

ACTION TO BE TAKEN AT THE SPECIAL MEETING

There follows a description of the proposals which are submitted for shareholder action at the
Special Meeting, including a statement as to the vote required for adoption in cach case. For the reasons
stated above, the Board of Directors and management of Packard recommend to all Packard shareholders
that they vote in favor of ail proposals and for the election of eight additional directors.

Proposal A:  To amend Articles II and IV of the Company’s
Articles of Ineorporation

Both to facilitate the proposed acquisition of the Studebaker properties and assets and for other corporate
reasoms, it is proposed to amend the Articles of Incorporation of Packard in certain respects. The amend-
ment is embodied in Articles IT and IV of the proposed Certificate of Amendment, which is set forth in full in
Exhibit A attached to this Proxy Statement. The effect of the amendment is to broaden the Company’s corporate
powers and purposes, create a new ciass of common stock and convert the present shares of Packard
common stock into shares of such new class, define the pre-emptive rights of shareholders to purchase
shares of such new class and release certain shares from all pre-emptive rights,  The laws of the State of
Michigan provide that in order to become effective, the amendment must be approved by the affirmative vote
of the halders of at least two-thirds of the Packard common stack entitled to vote.

Broademing of the Company’s Corporate Purposes
The corporate purposes presently contained in the Packard Articles of Incorporation nnght well be

construed as hmiting the business of the Company to the manufacture and sale of products in the field of
tand, water and aerial transportation. Particularly with the acquisition of the Studebaker properties and assets, it
may be desirable to enable the Company to expand its operations through the addition or acquisition of

other types of businesses.

Change in the Company's Capital Stock

The amendment to Article IV as set forth substantially in Exhibit A is necessary in order that the
D::mpa.n;r may be in a position to issue the 3,542,187 shares of New Common Stock to Studebaker as provided
in the Purchase Agreement. In addition, and 'nh:}H}r apart from the purchase of the Studebaker properties
and assets, the amendment scems desirable in order to reduce the unusually large number of presently out-
standing shares and to provide for a mpitai stock w:th a par value of $10 per share rather than stock of no
par value each share of which represents 82 of the capital of the Company. The amendment creates a new class
of common stock ( New Common Steck) with a par value of $10 per-share and modified pre-emptive rights, as
described below, and provides that this new class shall be the solz capital stock of the Company. By reclassi-
fication on the basis of 5 shares of present Packard common stock without par value for 1 share of stock of
the new class, the amendment will reduce the number of shares of Packard common. stock which are presently
issued. When the amendment becomes effective, the only authorized capital stock of the Company will be the
15,000,000 shares of New Common Stock.

The following table shows the present Packard capital stock and the New Commion Stock, giving effect
to the amendsmient and to the issuance of the shares to Studebaker in accordance with the Purchase Agreement
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Before Change in After Changein

Capital Stock Capital Stack
Bhares of New
Shares Commuon Stock
{(without . {par valze
Common Stock par value){a} 810 per share)
AR o Tt e e R O 23,000,000 15,000,000
Tssuep AND HELD 18 TREASURY. ..o 508,600(h) 101,732(b)
IssvEn ‘AND OQUTSTANDING: ;
To Present Packard Shareholders............. . 14491,340 2,898,268
To Studebaker (for properties and assets) ... — 3,542,187(c)
Total Oulstanding ... i i i iasiiis 14,491,340 6,440,455
Avrmonized Bur UIRISSTED & iih i it it 10,000,000 B 457 813(d)
Kures:

{a) The sharcholders, at the Annval Meeting on April 19, 1054, zuthorized an amendment to the
Articles of Incorporation chamging the present Common Stock from no par to a par value of 3200 per
share, The certificate to carry out the approved amendment has not been filed with the Michigan
Corporation and Securities Conmnission, and the action of the sharcholders at the Special Meeting in asthor-
;:!ing the amendment substantially a5 set forth in Exhibis A will ‘supersede the action taken &t the Annual

eeting.

{b) Of the 508,660 shares held in the Packard Treasury, 377,500 are reserved for issuance under stock
options granted to officers and employees of Packard. Of the 101732 shares of New Comsrion Stock which
will be held in the Treasury, 75500 shares will be reserved for issuance under such siock options.

(¢} ‘On July 1, 1954, Studehaker had 2361438 shares of common stock with o par valie of SL00
per share issued and outstanding.

{d) If faverable action i= taken on Proposal B, 400,000 of these shares will be reserved for issuamnce
to officers and employees.

There is no present plan for the issuance of the 8,457,813 shares of authorized but unissued New Common
Stock, except for the reservation of 400000 shares as stated in Note (d). Aunthorization of these shares,
however, will provide means for such additional acquisitions of property as the Board of Directors may deem
dvicable without further action by the shareholders and for such future financing as the Board of Directors
may deem advisable, subject, however, to the pre-emptive rights of shareholders as defined in Exhibit A.

Fractional shares will riot be issued to Packard shareholders in connecton with the reclassification of the
14,491,340 shares issued and outstanding. Inm liew thereof, scrip certificates (the terms and conditions of
which have not yet been determined) representing fractional shares exchangeable in amounts, aggregating
full shares, for full-share New Common Stock certificates, will be issued. Such right of exchange may expire
on a date not earlier than two years after the issuance of the scrip certificates, at which time the New Common
Stock theretofore deliverable for such scrip certificates would be sold and the proceeds held for the account
of holders of the scrip certificates; also, the scrip certificates may become veid for all purposes at a date
not earlier than six years after the issuance thereof.

Modification of Pre-cmptive Rights

The Atticles of Incorporation of the Company presently provide that, before issting the avthorized but
unissned shares of present Common Stock, such shares must be offered to the shareholders of the Company
for subscription pro rata in accordance with their holdings. These rights of shareholders known as “pre-
emptive rights” will be modified by the arendment of Article IV of the Articles of Incorporation {as set forth
in Exhibit A} to Limit the rights to issues by the Company of authorized but unissued New Common Stack
for cash only. Accordingly, any issue of shares for assets or property, as in the case of the proposed acquisition
of the Studebaker properties and assets, will not be subject to pre-emptive rights, even though cash is inciuded
among the assets. The amendment also releases all pre-emptive rights with respect to the 400,000 shares
reserved for issuance to officers and employees of the Company under stock option and other plans (FProposal B).

Proposal B: To authorize the Board of Directors of the Company to
adopt a plan or plans, including the granting of stock options, for the
sale of up to 400,000 shares of New Common Stock of the Company to
officers and other employees of the Company.
Under the terms of the Purchase Agreement, one of the actions to be taken by the Packard shareholders
at their Special Meeting is the granting of authority to the Board of Directors to adopt a plan or plans for
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the sale to officers and other employees of up to 400,000 shares of authorized but unissued New Common Stock.
Ii favorable ‘action be taken on Proposal A, these shares of New Common Stock will be released from
pre-emptive rights,

The purchase price in no case is to be less than 95% of the fair market value of the stock at the time of
sale, or in the case of an option, at the time of the granting of the option. The Board of Directors has not formiu-
lated any definite proposals with respect to these 400,000 shares. Tf and when any such options are granted
(or any stock purchase or other stock plan for officers and key employees is formulated) the purpose will
be to provide an additional incentive to the recipients to continge in the Company’s employment and to give
to them the proprietary interest of shareholders in itz suceess.

It is to be noted that Packard has outstanding stock options calling in the aggresate for the sale of
377,500 present Packard shares of common stock held in the treasury at prices averaging about $5.00 per share
(or 735,500 shares after the proposed reclassification on a 5-for-1 basis at a price of $25.00 per share). These
options, being obligations of Packard, will not be affected by the acquisition of the Studebaker properties and
assets. The option prices of the presently outstanding Packard options are considerably in excess of current
market quotations for the stock covered by the options.

Studebaker has options now outstanding under Studebaker's Restricted Stock Option Plan for Key
Employees covering 102,000 shares of authorized and unissued Studebaker stock at an option price of $32.50
per share. As in the ease of Packard, the option price is hizh in relation to the present market value of the stock.

It is not contemplated that any specific provision will be made at the closing under the Purchase Agree-
ment with respect to the outstanding Studebaker stock options, described above. However, the Board of
Directors may decide, dependent on the circumstances, to make these options applicable in the aggregate to
up to 153,000 shares of New Common Stock (at the rate of 134 shares of New Common Stock for each
one share of presently optioned Studebaker stock), and to reserve for that purpose 153,000 of the above-
mentioned 400,000 shares (which options would permit the purchase of shares of New Comemon Stock
at a price of $21.67 per share).

In view of this general situation, it is to be expected that the Board of Directors may formulate a plan
or plans to replace the Packard and Studebaker options with options for New Common Stock on 2 more
realistic basis, or grant additional options, the option price, however, not to be less than 95% of the fair
market value at the time of the. granting of the options. Any such new options would be Limited to cover
400,000 shares or less and would, presumably, meet the requirements of the Internal Revenue Code as to
restricted stock options so that the favorable tax treatment afforded thereby would be available. In any event,
the purpose in granting any such options {ar formulating stock purchase or other stock plans for officets
and key employees) would be to provide an additional incentive to the recipients to continue in the employment
of the Company and to give to them the proprietary interest of shareholders in the success of Studebaker-Packard.

Although under Michigan law the Board of Directors has power, without approval of shareholders, to
adopt plans, including the granting of stock options, for the sale of shares of stock to officers and emplovees
of the Company (assuming that the release of pre-emptive rights contemplated under Proposal A is approved),
the Directors have determined as a matter of policy not to take such steps unless authority to adopt-such plans
and to grant stock options is approved by the holders of at least a majority of the outstanding shares of Packard
common stock entitled to vote. The management does not intend to carry out Proposal B if it is not so
approved by the shareholders,

Counsel for Packard has advised that, under Section 130A of the Federal Internal Revenue Code, if the
purchase price is at least 9595 of the fair market value at the time of the granting of a stock purchase option
and if the employee holds the shares for at least six months from the date of purchase and fwo years from
the granting of the option, no income will be realized by the employee on such purchase and, on the subsequent
sale of such stock, any amount realized by him in excess of the option price will be taxed to him as 2 long-term
capital gain and any loss sustained by him will be a long-term capital loss; and no deduction for Federal
income tax purposes will be allowable at any time to the employer corporation with respect to such shares of
stock. The Board of Directors, in authorizing future stock options, may restrict them so as to meet the
requirements of Section 130A or similar provisions of future Federal tax laws.
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Froposal C: To amend Article I of the Company’s Avticles of Incorporation.

One of the terms of the Purchase Agreement is that the name Packard Motor Car Company be changed
to “Studebaker-Packard Corporation,” The change is embodied in the proposed Certificate of Amendment
anmexed as Exhibit B. Tf for any reason the proposed purchase of Studebeker propertics and assets is not
consummated, the change of name will not be carried out.

The Purchase Agreement requires that this Proposal be approved by the affirmative vote of the holders
of at least two-thirds of the Packard common stock entitled to vote. The Board of Directors has determined
as a matter of policy that they will niot carry out this amendinent unless such vote is obtained, even though
the laws of the State of Michigan require only the vote of a majority of such shareholders in order for the
amendment to become effective.

Proposal :  Te approve the issuance of 3,542,187 shares of New Common
Stock to The Studebaker Corporation and the assumption by the Company
of the liabilities of Studebaker.

The Purchase Agreement provides that the Company, in consideration of the purchase of the properties
and assets of Studebaker, will issue to Studebaker 3,542,187 shares of New Common Stock and will assume
the lisbilities of Studehaker, Although under Michigan law the Board of Directors has power, without the
approval of shareholders, to issue stock of the Company for assets or otherwise {assuming- that the modi-
fications of pre-emptive rights contemplated wnder Proposal A are appraved), the Directors have determined
as a matter of policy not to issue such shares for the Studebaker business and assets unless such issuance is
approved by the holders of at least a majority of the outstanding shares of Packard common stock entitled to vote.

Election of Directors .
t is a condition of the Purchase Agreement that the Board of Directors of Packard be enlarged from

eight to fifteen members. In compliance with this condition, the Board of Directors of Packard, on June 22,
1954, amended the By-Laws of the Company to increase the size of the Board from eight to fifteen members,
such amsendment to become effective on August 16, 1954, immediately prior o the shareholders meeting and upon
the condition that such amendment shall become null and void should the closing unider the Pureihase Agree-
ment not take place: All of the members of the Packard Board, elected at the 1954 Annual Meeting, will
continte to serve with the exception of Mr, J. G: Vincent, who has recently resigned, after many years of
outstanding service to the Company. The shareholders are being asked to elect eight additional directors, all
of whom are presently serving as Directors of Studebaker, and who have been nominated in accordance with
the terms of the Purchase Agreement. Information with respect to the eight nominees is set forth under
“Directors and Management”. Each of the ffteen members of the enlarged Board of Directors will serve
until the next annual mesting of shareholders and until his successor has been duly elected. The terms of the
cight nominees, however, will commence simultaneously with the closing under the Purchase Agreement.

DEBT ARRANGEMENTS

Studehaker presently has outstanding $7,500,000 of 3% Sinldag Fund Debentures Due December 1,
1966. In addition, it has a revolving credit agreement permitting bank borrowings up te $25,000,000 for a
period of somewhat more than 2 years. Packard has no debt outstanding, although it has a similar revolving
credit agreement in the amount of $20,000,000 for about the same period. Packard also has obtained a commit-
ment from an institutional lender which has agreed, subject to the working out of the precise terms and condi-
tions, o lead to the Company on or before December 15, 1954, whether or not it purchases the assets of
Studebaker, up to $9,000,000 to be evidenced by 15-year 4347 Mortgage Notes secured by a first mortgage
fien on a substantial portion of presently owned Packard propesties.

1t is a condition to the carrying out of the Purchase Agreement that satisfactory arrangements be mads
for the carrying over to Studebaker-Packard of the $7,500,000 of 3349 Sinking Fund Debentures znd the
Studebaker $25,000,000 revolving credit agreement; similarly, it is a condition that the present Packard
revolving credit agreement femain available. The instruments providing for these borrowings contain restric-
tions or coverants as to the payment of dividends, maintenance of working capital, creation of additional debt,
creation of liens and other raatters.




It may be that the satisiactory arrangements referred to above will be effected through a consolidation of
the Studebaker 314 % Sinking Fund Debentures and the commitment with respect to the 434% Mortgage Notes
into 2 new form of borrowing and commitment to lend ; similarly, the present Studebaker and Packard revolving
credit agreements may be consolidated into a single agreement, In any event, Studebaker-Packard will be
subject to restrictions or covenants as to matters now covered by the various borrowing instruments to which
each company is a party modified to take into account the effect of the proposed transactions, or new restric-
tions and covenants.

The 3% % Sinking Fund Debentures

The 334% Sinking Fund Debentures, Due December 1, 1965, hereinafter called the “Debentures")
were issued pursuant to an Indentyre, dated as of Decembier 1, 1946, between Studebaker and The Chase
National Bank of the City of New York, as Trustee, The original issue of the Debentures was in the amount
of 515,000,000, all of which was purchased equally by two insurance companies.

Studebaker has redeemed one-half of the Debentures through the operation of the Sinking Fund and
otherwise, leaving $7,500,000 of Debentures presently outstanding. On November 30, 1954 and om sach
November 30th thereafter, Studebaker will be required to redeem, under the Sinking Fund, $750.000 of
Debentures. Packard will assume this obligation if the purchase of assets iz consummated.

Under the Indenture, Studelaker has the right to redeem all or any part of the Debentures (apart from
the mandatory operation of the Sinking Fund) by paying the premium specified in the Indenture together
with accumulated interest. For the balance of 1954, the voluntary redemption price will be 102; this redemp-
tion price decreases each year as provided in the Indenture until it reaches 100 in 1965,

The Indenture provides for certain restrictions on the actions of Studebaker while the Debentures are
outstanding, which restrictionis may be waived by the holders of not less than two-thirds in principal amount
of the then oststanding Debentures, Included are restrictions with respect to the declaration of dividends,
the creation of liens by Studebaker on its properties and other similar matters.

Reyoleing Bank Credit

On November 16, 1953, Studebaker executed a Credit Agreement with a group of fifteen banks providing
a revolving banking commitment of $25,000,000 for a period of three years (to November 30, 1956). Stude-
baker is entitled to borrow under the credit agreement at an interest rate equal to the then prime commercial
rate. Studebaker agreed to pay a commitment fee at the rate of one-half of one percent per annum on unused
portions of the commitment,

The Credit Agreement contains certain restrictions on Studebaker, including a covenant that it
maintain a minimum working capital of at least $30,000,000.

COMPARATIVE DATA

Set forth below are summaries of various operating and financial results, as well as stock market prices and
book valuations, of Packard and Studebaker over the last 7 years including the first 4 months of 1954, The
data for each company is also shown on a combined basis, It is to be noted that this period, except from 1953
on, was one in which post-World War II demand for passenger cars was such that all cars that could be
produced could be sold. In addition, during the last six months of 1951 and all of 1952, output of all auto-
mobile manufacturers was regulated by NPA on a quota system. 1952 and 1953 were years of substantial
government business for both companies which very favorably affected not only sales volume but also profits,
Attention is also directed to the fact that, as illustrated by 1953 results and particularly 1954 results to date,
conditions in the automobile industry have changed drastically. Accordingly, this comparative data must be
accepted solely as a summary record of results in the past which should in no way be taken as indicative

of futitre prospects.

Sales YVolume
The unit sales of cars, the percentage of all passenger cars sold in the United States (per statistics of
Automobile Manufacturers Association ), the unit sales of trucks, the total sales of passenger cars and trucks and
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net sales and other mcome from all sources, including sales to the United States Government, of both
companies qiuring"the years 1947-1953 and the first four months of 1954 were;

PACKARD (consolidated)

SN ‘Net Sales
% of U. 8. and Other
Year Units Market Trucks Total Income
L T A O R P 55,098 1.5 e 55,008 $139,259,165
10480 T PO o R =15, 25 = 97,519 233,162,258
WL e e oo, I 101,738 2.1 i 101,738 214,169,118
L e e S| 7 1.1 o 76,832 174,415,663
JORY e T A 14 s 70,548 179,550,724
Py aotlibe Ul At 67,603 14 e 67,603 234,538,343
5% o 75,407 13 — 75,407 336,617,075
1954 (4 M08.)...iovisvein 16,900 9 — 16,900 71,933,299
STUDEBAKER (consolidated)
Passenger Cars :
Net Sales
9% of U. 8. and Other
Year Er_ug Market Trucks Total Income
L A VR GO .17 7. 32 67,905 191,531 $267 9 333
T S e O RS 165,822 40 67,635 233,457 384,182,518
SO0 i 239,491 4.4 65,503 304,994 473,706,100
YOS e s T AR DR 4.0 52,287 334,554 478,066,928
[t el e e o S e 233,105 42 52,145 285,250 504,012,530
(L S S 37 60,393 233,198 586,117,763
L I D R T F 1 29 32,441 223,298 595,080,870
1954 (4 mos) i 31,756 14 5,293 37,049 92,452,922
TOTAL PACKARD AND STUDEBAKER (consolidated)
Passenger Cars
Net Sales
ahof 1. 8. and Other
Year Units Market Trucks Total Income
JRRR AL et e 178,724 47 67,905 246,629 $407,258,003
L Bl 18 263,341 6.5 67,635 330,976 617,344,776
T A e . 34122 6.5 65,503 406,732 687,875,218
T S | - W 359,009 5.1 52,287 411,385 652,422,501
L Ry, 303,633 56 52,145 355,798 683,563,254
1952 inuba it 2ot L. 240,408 5.1 60,393 300,801 820,656,106
fRE e A I 266,264 42 32,441 208 705 931,607 945
1954 (4 mos. ..o 48,656 23 5,293 53.949 164,386,221

Earnings

The following summaries present the net sales and other income, income before taxes, provision for
income taxes, net income and amounts earned and paid as dividends per share, for the periods indicated,
The summaries for the years 1951, 1952 and 1933, and the first four months of 1954 should be read in
conjunction with the financial statements of the two companies listed on page F-1.
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PACKARD (consolidated)

Net Met
Incoma Incoma
Per Share  Per Share
Net Sales : Provision on Present on New Dividends
and Other Income Lefore for Incoma Met Common Common Paid
Year Income Taxes Taxes Income Stock Stock(?) Per Share
1947 . 2139259165 & 12,009(1) S{1.088682) 2 1,100891 s .07 £.37 zi5
948 . 233,162,258 24,789,439 Q680,000 15,100 439 1.01 507 a5
1949 .. 214169118 13,406,042 5,700,000 7706042 52 2,59 50
1955 . 174415663 7,612,348 2450000 5162348 35 1.73 —
1951......... 179550724 11,004,060 5,500,000 5,554 060 8 1.88 0
L Ly 234 538,343 12,632,263 7014000 3618263 39 194 i
1953, ... 336,617,075 12 440,966 7 000,000 54400966 38 1.88 20
1954
(4 mos.)... 71933209 (2,194,185} (1,143,000 (1,051,185} (7)) {.36) -

(1) Excludes $2.811,634 credited to surplus in 1947 covering reserves provided from operations in prior vears,
Parentheses nsed in the tables on this page indicate red Ggores
(2) Compated on the basis of the 2,R98.268 shares of New Common Stock cotstanding after the proposed reclassification,

STUDEBAKEER (consolidated)

Net Sales Provigion Net Dividends

and Other Income before for Income Net Tncome Faid
Year Income Taxes Taxes Income Per Share  Per Share
1947, L5 $267,998,838 $15,002,103 $ 5,875,000 $ 9,127,103 $ 387 $ .50
B 384,182,518 32,314,972 13,200,000 19,114,972 a.l1 1.75
0 e 473,706,100 44,783,876 17,220,000 27,563,876 11.70 2.50
Ll e 478,066,928 30,131 829 16,625,000 22,506,829 9.55 335
117 B e S04,012,530 22,973,130 10,350,000 12,623,130 5.35 3.00
oL L 586,117,763 29,121,789 14,830,000 14,291,788 6.05 3.00
L A 595,080,870 5037973 2,350,000 2687 973 13 3.00

1954 (4 mos.).. 92,452,922 {11,5&4,511} (LEFCO00Y(3) (9.694.511)(3)  (4.11}3(3) 40

(3) The House of Representatives and The Senate have each passed a bl (H. K. 83003, to revise the Federal Internal Revenne
Code, which biil provides for'the carey-back of losses for two years instead of one a;)Brmid?d in the present Code. Assuming
that the fnal Act shall so provide, these Ggores would be, respectively, (36,316,900, ($3.247,511) and (52.22).

TOTAL PACEARD AND STUDEBAKER (consolidated)

I!'Il;er Fé'u:&ome

Net Sales Provision of New

and Other Income before for Income Met Common
Year Income Taxes Taxes Income Stock(4)
e . 2407 258,003 $15,014,112 & 4786318 510,227 794 2159
1948 v BI7 LTS 57,104,411 22,880,000 34224 411 531
TERR e 687 875218 58.189 918 22,920,000 35,269918 548
i T 652482591 46,744 177 19,075,000 27 6609177 4.30
i B R g 683,563,254 34,067,190 15,850,000 1821719 2.83
UL it S SED,EE&,‘EE'& 41,754,052 21,844,000 19,910,052 3.09
PERA 031,697 045 17,478,939 9,350,000 8.128.939 1.26
1954 (4 mos.) ... 164,366,221 (13,758,696 (3,013,000){5) (10,745,696)(5) (1.67)(5)

{4) On the basiz of 680455 shares of Studebaker-Packard Common Stock outstanding,
(3} On the assumption that the carry-back provisions of the above-mentioned tax revision bill will become law, these figures
would be, respectively, (37,459,900, ($6.298796) and ($0.98).
Net szles and other income for the first four months of 1953 were for Studebaler £230,651,423 and for Packard $160,330, 768
net income for that peried for Studebaker $539,193 and for Packard $4.612900. Al adjustments necessary to state Tairly
the results of operations for the first four months of 1954 and of 1953 have besn reflected hercin,
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Studebaker's net loss from operations for the month of May, 1954, was $3,150,738% (as compared with a
profit of $1,147,226% for May, 1953) ; assuming enactment of the revision of the Code réferted to ahove,
after- deduction of tax credits, it would be $1,357,658.* The net loss for Packard after present carsv-hack tax
credits is estimated at $992,665% for the month of May (as compared with a profit of $950,668* for May,
1953). It is not possible to predict the financial results of Studebaker-Packard, which results will depend
largely on such factors as: continuation of present competitive conditions in which the “Big Three” have greatly
mereased their aggregate share of the passenger-car market and the shares of the “Independents”, including
Studehaker and Packard, have been sharply decreased; public acceptance of new passenger-car models to be
brought out by all companies in the industry; effectiveness of such of the integration und other cost-saving
plans as may he placed in effect by Studebaker-Packard: possible diversification of Studebaker-Packard into
related and other fields ; ability of Studebaker-Packard to increase its share of Government defense business;
and general economic conditions.

Working Capital

The combined working capital of the two companies as of April 30, 1954, on a pro forma basis, would be
about $57,000,000 (the excess of current assets of approximately $153,400,000 over current lizbilities of about
$66,400,000), including approximately $38,500,000 in cash and marketable securites, Although both com-
panies are now suffering operating losses, which losses directly affect working eapital, the loss carry-back
provisions of the proposed revision of the Federal Internal Revenue Code referred to above would permit the
recovery of Federal income taxes paid for two years back instead of one year as is now the case, and, accordingly,
the effect of these losses on the combined working capital will be considerably reduced if the revised Code is
enacted. If enacted, the combined working capital as of April 30, 1954, on a pro forma basis, would be
about $91,500,000. Working capital will also be affected by expenditures to complete Packard’s moderni-
zation program ({see “HISTORY, BUSINESS AND PROPERTIES OF PACEKARD": “Current
Developments”) as well as tooling costs for new Packard and Studebaker models.

Market Prices

The high and low sales prices of the comnion stocks of Packard and Studebaker on the New York: Stock
Exchange for each quarterly period in 1952 and 1953, and for the first two quarters of 1954, were:

Packard Studebaker
Common Stock Commeon Stock
Hib  low High'  Ldw
1952—
ok CIaReter o S i s s R R 476 434 38 Jisg
2 Chmarter: Lo saiae S R s i D3R ARG 34 3584
3d Carter ... e e R R S 554 414 3874 3555
MR TR <iicaiion e i b 554 44 4034 3
1953 —
Lot CATIRY uiscoimmmiintms e M T 634 534 4314 3614
1 1 SRR CTPOUPRRENS Ly I ORNY SR B4 5 38 3014
X OuErtbr oo el M e 514 4 3134 2154
4th- Quarter .. oo, B S W 414 34 26 20
1954—
O T o et i el sy rpusi e 4 34 23 1834
oL 701 o R S P 434 314 2034 1434
Book Values

The book values of the common stock of each company, meaning the excess of assets over habilities as
recarded in their respective books at the end of each year from 1947 through 1953 and at the end of the first

Parentheses used in the tables on this page indicate red figures.
* Tihese figures include all adjnstments cecessary to state fairly the results for this month.
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four months of 1954, were as follows, on an overall basis and on a per share basis, as well as combined.
The book valuations as at Decemnber 31, 1953, and April 30, 1954, should be read in conjuncton with the
financial statements of the two companies listed on page F-1.

Total Packard
Packard Stuedebaker N M
Total Per Share(1) Total Per Share (2) Total

Dec, 31, 1947 560,528 860 404 § 47991139 £20.37 5108,519,599

Dee, 31, 1948 62,908,352 469 63,574 758 26.99 133 483,140

Dec, 31, 1949 70,168,724 471 85,252,832 36,19 155,421,556

Dec. 31, 1950 75331072 5.06 D9B72.345 42.40 175,203,417

Dec, 31, 1951 76,457 730 513 105431937 4476 181,889 667

Dec, 31, 1952 77 807 RIS 5.38 112,805,257 4780 1940, 703075

Dec. 31, 1953 82,940,516 5.72 108,460,360 4503 191,400,876
Apr. 30, 1954 81,889,331 5.65 O97.821,631(3) 41.42(3) 179,710,952(3)

(13 14,591,340 shares oucstanding 1947; 14,801,340 shares 1948 through 1051 14,491,340 shares outstanding thereafter.
(2} Approximatety. 2,355,460 shares cutstanding 1947 through 1951; 2350038 shares in 1952 and 2361453 shores in
1953 and 1954 to date.

(3} On the assompiion that the carry-hack provisions of the sbove-mentioned fax revision B will become law these figures
woull be, respectively. $102268 531, $43.31, and $184,157 962,
(4} All'adjustments necessary to state fairly book values at April 30, 1934 have been reflected herein,

TAX STATUS

Pacleard has been advised by its counsel that, under the existing provisions of the Internal Revenue Code,
Packard will not have any taxable gain or income or deductible less upon the purchase by it of the Studebaker
assets as described above, and that the Packard shareholders will not have any taxable gain or income or
deductible loss as a result of the reclassification of their stock or as a result of any of the other actions ‘taken
under the Purchase Agreement. Packard has also been advised that, for the purposes of the Internal Revenue
Code, the basis in the hands of Packard of the various assets acquired from Studebaker will be the same ‘as the
basis of such assets in the hands of Studebaker. Studebaker has been similarly advised by its counsel that
Studebaker will not have any taxable gain or income or deductible loss as a result of the sale of the Studebaler
assets.

Application has been made to the Commissioner of Internal Revenue for tax rulings covering the points
mentioned above. It is to be noted that there is now pending in Congress a complete revision of the Internal
Revenue Code which, among other things, makes changes in the requirements with respect to tax-iree trans-
actions of the type provided for in the Purchase Agreement. It is not yet possible to determine whether these
changes will become law in their present or in a revised form, or, if enacted, what the effective date thereot
will be. In the opinion of counsel, the proposed transaction between Packard and Studebaker would be
tax-free under the tax bill in the form now under consideration. The Boards of Directors of Packard and
Studebaker do not intend to proceed with the closing of the transaction until it can be ascertained that it will
be tax-iree under whatever law may be applicable.

HISTORY, BUSINESS AND PROPERTIES OF STUDEBAKER

Studebaker is engaged in the business of manufacturing and selling passenger automobiles and trucks
of various fypes and replacement parts and accessories therefor, and has been engaged in the manvfacture
of a substantial number of aircraft engines (recently turbo-jet engines) and military trucks for the Govern-
ment. The Studebaker business was founded over 100 years ago and to date has produced over 7,500,000
vehicles, starting with horse-drawn wagons and carriages and currently consisting of passenger cars of ad-
vanced styling and engineering as well as trucks and commercial vehicles of varied types. Studebaker is the
oldest name in highway transportation in the world and is the fourth largest manufacturer of cars and trucks
with the possible exception of the recently merged Nash and Hudson companies,

The Studebaker Corporation, which is a Delaware corporation, presently has a Canadian subsidiary, The
Studebaker Corporation of Canada, Limited, for the conduct of its manufacturing and selling operations in
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Canada, a Mexican subsidiary, Studebaker de Mexico, S.A., for the conduct of similar eperations in Mexico
and a service subsidiary, Whiteway Motors, Inc,, in New York City.

Studebaker owns and operates large fabricating, manufacturing and assembly plants in South Bend,
Indiana. Plants for the assembly of passenger cars are operated in Camads, Los Angeles, California, and
Mexico. Studebaker also owns a plant in New Brunswick, New Jersey, originally designed as an assembly
plant. Assembly of Studebaker passenger cars is also carried on by independent companies in foreign countries
which purchase unassembled vehicles from Studebaker for assembly and distribution in their respective
trade areas.

Studehaker during World War 11 manufactured 63,000 aircraft engines for the famed Flying Fortresses.
In addition, it manufactured 198,000 military trucks and 15,000 light-tracked troop and cargo-carrying ve-
hicles known as the “Weasel”.

After World War II, Studebaker quickly carried out its plans for reconversion to peacetime production
of passenger cars and commercial vehicles. A new line of cars of ‘advanced styling was introduced in 1946
and won immediate favor.

In the post-war period and until production was interrupted by the Korean crisiz, that is from 1946
through 1951, Studebaker and its subsidiaries produced 1462781 cars and trucks, its gross sales of
non-military products being approximately $2,185,000,000. Stidebaker’s peak year of passenger-car and truck
production was 1950 in which almost 335,000 cars and trucks were sold, and pesk employment of over
25.000 men and women was reached.

With the Korean crisis, Studebaker was again called upon for substantial defense assignments and it
undertook the manufacture of military trucks and the J-47 jet-aircraft engine, the first standard type of jet
engine to be produced in guantity for United States military aircrait.

Studebaker's defense contracts have now largely been completed and its business is again for the most part
the production and sale of passenger cars and trucks.

Passenger Cars

Studebaker produces and sells passenger cars with power plants consisting of G-cylinder engines and a
more powerful V-8 engine. The Studebaker model designed to compete in the lower-priced field is known
as the “Champion” which utilizes the 6-cylinder engine designed for the utmost efficiency and economy con-
sistent with the horsepower requirements of the car.

The V-8 engine, which was completely designed and engineered by the Corporation’s engineering siaff,
powers models known as the “Commander” and the “Land Cruiser”. These models are priced in the lower
to middle-price class. Recently introduced is the “Conestoga”, a station wagon designed to preserve the
advanced styling characteristic of all Studebaker cars.

*Champions” and “Commanders” are offered in a complete line of models including two and four-door
passenger sedans, coupes, and hard-top convertibles.

Approximately 8096 of Studebaker’s total dollar sales {exclusive of sales of military products) in 1953
was represented by passenger cars.

Trucks

“Tracks from ¥-ton to 2-ton capacity are manufactured by Studebaker and are marketed under the
name “Studebaker”. These trucks include various types of pick-up trucks, trucks with stake bodics, utility
trucks of various types and tractors for hauling trailers. Studebaker also sells truck chassis of different sizes
which are sold to others, who add bodies for busses and truck bodies for varying purposes such as cargo hauling,
agricultural purposes, dump trucks and other varied purposes. Trucks accounted for approximately 8% of
total 1053 dollar sales (exclusive of sales of military products).

12




Parts, Equipment and Accessories

The sale of parts, equipment and accessories composes a significant part of Studebaker’s gross sales,
accounting for approximately 12% of total 1953 dollar sales (exclusive of sales of military products). Some
replacement parts are manufactured by Studebaker amd others are purchased and are distributed throughout
the market areas for Stadebaker’s products throngh a central pariz and accessories plant and warehouse in
South Bend and twenty-six branch parts and acceszories warehouses throughout the United States, Canada
and Mexico. Parts and accessories are thus sold to dealers for resale to their customers.

Government Business

Farly in 1951, Studebaker again commenced production of military trucks for the Government, com-
pleting its contracts for such tracks in Augast, 1933, During that period it produced over 38,000 military
triacks. The machitery, equipmient and special tooling used in the assembly of such trucks are maintained and
stored by Studebaker in a stand-by production package which will permiit rapid resumption of the assemibly
of such trucks at any time.

In January, 1951, Studebaker entered into a supply contract with the Government for the manufacture and
assembly of the J-47 jet engine. Both Packard and Studebaker undertook substantial production of such engines
under  license agreepmients with General Eleciric Company, which originally designed the enpgines. Major
components for the jet engines manufactured by Studebaker were machined in a Government-furnished plant
in Chicago, Illinois; additional components were manufactured at Studebzker's plant iIn New Brunswick,
New Jersey: and all assembiy and tésting operations were carried out at South Bend. Studebaker completed
delivery of engines under the contract in January, 1954, and delivery of required spare parts will be substantially
completed in July, 1954,

In conjunction with the contract for the production of jét engines, Studebaker entered into = facilities
contract with the Government under which the Government furtished machinery and production equipment
and made available to Studthaker the plant in Chicage, Illinois, referred to above. Under contracts now
being negotiated by Studebaker and the Departmeént of the Air Force, the Chicago plant, which is now
Government owned, and such Government-furnished machinery and production equipment will be held as
a stand-by prodoction reserve package to be maintnined and serviced by Studebaker.

It is, of course, not possible to predict when Government procurement policies will change or circumstances
require the inclusion of Studebaker again in the manufacture of military equipment. However, Studebaker
has continued to make every effort to obtain Government contracts and maintains 15 readinéss to carry out any
defense assignment that 1s given to it

It is estimated that military items accounted for approximately 33% of total dollar sales of Studebaker
in 1953 and 279 in the first four moanths of 1954,

Sales Organization
Domestic

“Champions”, “Commanders”, “Land Cruisers”, “Conestogas™, and trucks, as well as spare parts and
accessories, are sold by Studebaker in the United States and Canada directly to authorized Studebaker dealers
whio siimber approximately 2,800, and who in turn resell to the public at retdil. Authorized Studebaker dealers
are strategically located in all important marketing areas throughout the country. Stadebaker maintains 21
regional sales offices and 25 parts and accessories warehouses located throughout the United States and Canada
o best service the entire dealer organization. In addition, a larpe General Service Department is maintained
at the South Bend plant which coordinates the activities of service representatives throughout the country.

Export

Studebaker cars and trucks, as well as spare parts and accessories, are sold substantially throughout the
world. Export szles of Studebaker products have increased in recent years and accounted in 1953 for about
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7% of Studebaker’s total nonmilitary sales. Current models have found particular favor in export marlets,

1n some countries Studebaker has direct dealers who purchase from Studebaker and resell directly or
through subdealers fully assemnbled automobiles and trucks, as well as spare parts and accessories. In addi-
tion, in the Union of South Africa, India, Belgium, Denmark, Brazil and the Philippines, these independent
companies operate assembly plants and sell cars and trucks under contracts with Studebaler. These independent
companies purchase completely knocked-down major vehicle components {rom Studebaker which are assembled
into complete vehicles with all necessary accessories. Each of these independent companies sells directly and
through its own dealer organization.

Export distributors and direct dealers (in countries other than Canada) number in the aggregale ap-
proximately 230, exclusive of subdealers, and sell Studebaker products in 77 different countries throughout
the wrorld.

Employce Relations

Studebaker and its subsidiaries have a total of approximately 15000 employees on their payToils,
11,900 of whom are hourly rated and 3,100 are salaried employees, The hourly rated employees of Studebaker
at South Bend, Indiana, Los Angeles, California, and Hamilton, Ontario, and certain salaried emplovees at Los
Angeles, California, are represented for collective-bargaining purposes by locals of the United Automobile
Workers—C. L O.

Nane of the locals has ever called a strike against Studebaker. Tts entire history has been singularly
iree of labor strife. It has an unusually large proportion of long-service employees, and “family teams™ com=
prising two and three generations of the same family are not uncommon, which has given rise to the father-son
tradition at Studebaker.

In February, 1954, Studebaker’s industrial relations activities were reorganized and integrated under
a vice-president for industrial relations. There are now in progress matiagement development and supervisory
training programs and programs of employee communications, utilizing modern media and techniques. These
programs are aimed at cost reduction and supervisory efficiency, as well as increased quality consciousness
at all levels.

Studehaker and the Union are now engaged in negotiations which, when consummated, are expected to
result in substantial reductions in manufacturing costs.

Plants and Properties

The principal manufacturing and assembly plants of Studebaker, as well as its executive offices, sales
and administrative headquarters, are located in South Bend, Indiana. In addition to passenger-car and
truck manufacturing facilities, as well as facilities used in the assembly of jet engines, the Corporation's prov-
ing grounds are located at South Bend.

The Los Angeles, California, plant was designed for and presently assembles Studebaker passenger auto-
mobiles for the West Coast markets,

Studebaker’s New Brunswick, New Jersey, plant was origmally designed and planned as a com-
plete passenger-car assembly plant to serve the eastern market but, since its construction three years ago,
has been used exclusively in the performance of Government contracts.

The passenger-car and truck assembly plast at Hamilton, Ontario, is owned and operated by Studebaker’s
wholiy owned Canadian subsidiary.

A relatively small passenger-car and truck assembly plant is operated outside of Mexico City, Mexico,
by a wholly owned Mexican subsidiary.

The following is 'a brief description of the plants and properties of Studelmker and its subsidiaries,
all of which are owsed in fee simple, without substantial encumbrances, except where described as leased
premises:
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(a) Sourr Bexp, INDIANA:

Studebaker's plants in South Bend, Indiana, have an aggregate of approximately 7,895,000 square
feet of floor space and are located on a total of 1,412 acres of land, The buildings comprising these plants
are for the most part of fireproof or semifireproof brick and reinforced concrete or steel-frame construction,
range in height from one to six stories and are of various types, sizes and ages.

The manufacturing facilities include a modernized and mechanized foundry of farge capacity whick produces
castings necessary in the manufacture of engines and in the manufacture of other essential automotive parts;
machine shop and engine assembly facilities for machining castings made by Studebaker and forgings purchased
from others and for assembling Studebaker’s 6-cylinder and 8-cylinder engines; a stamping plant for the manu-
facture of hoods and fenders and small components; complete passenger-car body-assembly and paint and
trim facilities ; passenger-car assembly Lines eonsisting of numerous feeder lines, final assembly Jines, inspection
bays and doll-up lines; and a completely modernized power plant,

Assembly of all truck bodies and the assembly of complete trucks are carried on in a modern air-condi-
tioned completely fireproof brick and steel-frame plant which was purchased by Studebaker from the
Government in 1948, the main part of the plant having been initially designed and built as an aviation-engine
plant in 1941, with additions thereto in 1943, The plant, including test cells, administration building and other
accessory buildings and facilities, has a total floor area of approximately 1900000 square feet. In recent
years the plant has also been used for the assembly of military trucks and jet-aircraft engines for the Government.

Studebaker also owns and operates at South Bend a modern central service parts and accessories ware-
house which serves as a main supply source for service parts and accessories for the twenty-six branch parts
and accessories warehouses located in the United States, Canada and Mexico. The plant is fireproof and has
677,975 square feet of floor space. It is completely equipped with the latest material-handling, boxing and
packaging equipment and loading facilities.

The Studebaker Proving Ground, used for the testing of Studebaker motor vehicles, is located approxi-
mately 13 miles west of South Bend, consists of %00 acres of fand with a J-mile bituminons concrete-paved
track and approximately 17 miles of roads of various types for testing purposes. These include so-called
“washboard” or corrugated areas, steep inclines, sand and mud pits, a water basin and other vehicle-driving
surfaces and hazards designed for the subjection of Studebaker cars and trucks to the most extreme condi-
tions. Auxiliary installations include garages and structures housing test equipment of all sorts.

The properties at South Bend also include Studebaker's Administration Building, Enginecring Building
and Industrial Relations Building, as well as numerous maintenance, service and other supporting facilities,

Studebaker's plants and properties “at South Bend are served by the New York Central Railread,
the Grand Trunk Western Railroad, the Pennsylvaniz Railroad, and by the Wabash Railroad through the
New Jersey, Indiana & Illinois Railroad.

(b) Los Awnceres, CALIFORNIA:

Studebaker leases on a long-term basis a one-story automobile assembly plant located in the City of
Vernon, Les Angeles County, State of Califormia. The plant is constructed of reinforced concrete, is com-
pletely fireproof, has a floor space of approximately 320,000 square feet and is served by the Sante Fe Railroad
and by the Los Angeles Junction Railway which connects with the Union Pacific Railroad and the Southern
Pacific Railroad. The plant has complete facilities for finishing body parts, painting and trimming and assembly
of complete automobiles.

i) Haumiaﬁ, Ontario (Canada) :

Studebaker's wholly owned ‘Canadian subsidiary owns approximately 14 acres of land in Hamilton,
Ontario, Canada, on which there is located a one-story plant with approximately 307,000 square feet of floor
space. The plant is of brick and steel-frame construction and is served by the Canadian National Railways
through siding connections. Paint and trim operations and a complete passenger car and truck assembly opera-
tion are conducted in the plant. In 1952, the subsidiary purchased an additional 190-acre tract of land which is
located approximately nine miles east of Hamilton, Ontario, adjacent to the Canadian National Railways. The
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Canadian subsidiary in 1952 also purchased approximately six acres of land in Montreal, Quebec, and
recently completed thereon a modern one-story brick and steel frame building containing 20,892 square feet,
which is used for a regional sales office and a parts and accessories warchouse.

(d) New Brunswick, NEW JERSEY:

Studebaker, in 1930, purchased a 165-acre tract of land in North Brunswick Township, New Jersey,
approxinately three miles from New Brunswick, New Jersey, on the main line of the Pennsylvania Railroad
35 miles from New Yorlk City. In the spring of 1951 1t completed construction thereon of & completely modern
one-story building of steel-frame and glass and masonry construction designed for the asserbly of passenger-car
bodies as well as the assembly of complete automobiles, and having a floor space of approximately 400,000 square
fest. The New Brunswick plant, aithough originally planned for production of passenger cars, 1o date has been
equipped and used solely for the production and packaging of jet-engine components and parts used in jet
engines built for the United States Adr Foree by Studebaler at its South Bead plants.

{e) Mexrco Ciry (Mexico):

Studebaker's wholly owned Mexican subsidiary leases a ane-story automobile and truck assembly
plant located approximately 12 miles from Mexico City. The plant is constructed of brick and reinforced
concrete with steel framing, has floor space of approximately 150,000 square feet and has siding connections with
the National Railways of Mexico. The plant has facilities for body assembly, painting and trimming, aad
assembly of complete automobiles and trucks.

(f) BrancH PARTS AND ACCESSORIES WAREHOUSES:

Studebaker maintains 26 branch parts and accessories warehouses throughout the United States, Canada and
Mexico. With some exceptions, each of these warehouses is a modern one-story building construcied in ac-
cordanice with Studebaker's specifications. They vary in floor space—up to 50,000 square feet. The warehouses
Jre in most cases leased by Studebaker on long-term leases with options to’ renew.

(o) MisCELLANEQUS:

Studehaker or its subsidiaries are lessees of space in many locations throughout the country, which space
is used for regional sales offices and other offices required in connection with the operation of the Studebaker
business.

Since World War 11 Studebaker and its subsidiaries have made net expenditures for capital improvements
in excess of $39,000,000 (not including expenditures for dies and special tooling for various passenger-car and
truck models), a substantial part of which has gone $or modernization of its existing plants and the construction
and acquisition of new plants and { acilities. The major items include the construction of & new toolroom bailding
and a receiving dock for subassemblies in connection with its body-assembly plants and the modernization and
renovation of its power plant and electrical distribution systems in 1946; the modernization and mechanization
of its foundry, which commenced in 1948 and was completed in 1950 the installation of Clearing and Bliss
presses of sufficient size to make the largest-sized hoods and fenders in the stamping plant in 1948; the exten-
sion of existing buildings for and the acquisition of machinery and equipment (including instaliation of modern
autemation lines) for the production and assembly of V-8 engines in 1950; the acquisition of the Canadian
plant in 1946; the acquisition of the truck body and assembly plant from the Government in 1948 {which, as
previously mentioned, was originally built and equipped as an aviation-engine plant during World War I ;
construction of additions to the central parts and accessories plant at South Bend in 1951 ; construction of
a new export packaging, shipping and loading plant in 1951; the construction of the New Brunswick plant in
1951 : and the instaltation of a closed body conveyor between Studebaker’s body-assembly plants and its final
assembly lines in 16953,
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HISTORY, BUSINESS AND PROPERTIES OF PACKARD

Packard manufactures and sells high-quality pgssf:ﬂgcr cars and aircraft, marine and automotive engines.
The first Packard car was built in 1899 by J. W. Packard and his brother, W. D, Packard, in a small factory
in Warren, Ohio. In the intervening 55 years, the outstanding performance of Packard products ‘on the
highways of the world and the high quality of the aircraft and marine engines and other defense products
manufactured by Packard for the United States and Allied Governments have made the mame “Packard”
synonymous with products of the highest quality.

The Company was incorporated in 1901 and has done business as Packard Motor Car Company since
1902, Iis plant was moved to Detroit in 1903, and, on September 1, 1909 the Company became a Michigan
corporation under a charter which, as extended and amended, is still in effect today. The Company has one
subsidiary—Packard Motor Car Company of Canada, Limited.

The manufacturing and assembly plants and principal executive offices of the Company are located in
Detroit, Michigan, or vicinity. Since World War II (through December 31, 1953), Packard has produced
and sold 588,711 cars in the medium and high-price fields for total automotive sales (including parts and
accessories) of $1,376,839,559. In 1949, Packard produced and sold 101,738 cars (its post-war peak),
representing anfomotive sales of over S211,000,000.

Packard has always played a vital role in the war and defense programs of the United States. It
developed and was the principal manufacturer of Liberty aircraft engines during World War 1. In World
War II, Packard was the sole supplier of engines for PT hboats and built approximately 13,000 of these
advanced-type marine engines. In addition, Packard manufactured 53,000 Rolls-Royee aircrait engines for
the Fighter Commanid of the British RAF and the United States armed forces, During the Korean conflict,
Packard produced a new type of marine engine for the Navy and played a significant role in the manufacture
of the J-47 jet aircraft engine for the United States Air Force. At the present time, Packard is continuing
to develop and produce material for the United States armed forces,

Current Developments

During the period from 1946 to 1953 the Company made capital expenditures of 345,698,373, exclusive
of expenditures for dies and special tooling for various passenger car models. Principal expenditurés ineludsd
the construction of the Utica plant and warchouse, completed in 1952, the zcquisition of the Mount Elliot
plant in 1951 and acquisition of various distribution properties and machinery and equipthent for the production
of automatic transmissions.

During 1952 and 19533, plans were completed for extensive modernization and improvement of the
Company's automotive manufacturing facilities, As the first step in this program, the Company is transflerring
its engine, automatic transmission, rear axle and front suspension manufacture from its Detroit plants to
Utica, Michigan. The Utica plant, subsequently described, has an area sufficient to accommodate continued
defense work as allocated by the Government and provide for the automotive manufacturing operations being
transferred. This new facility will permit application of a policy of a dual operation to meet the needs
of both civilian and military production.

The new facility at Utica is being equipped with the most modern automatic machinery known in the
industry today and, when completed, will provide the Company with one of the mast efficient engine and major
chassis parts operations available in the industry, The program includes more than the modernization of
faciiities. Certain product features, including a completely new V-8 engine and an automatic transmission
embodying advanced features of design and performance, will be produced in the new facility.

The second step of the Company’s modernization program covers the manufacture by Packard of its
own automoebile bodies. From 1941 to the end of 1953, the Company purchased its automobile bodies from
Briges Manufacturing Company. On December 29, 1953, the automotive manufacturing facilities of Briggs
were purchased by Chrysler Corporation, which has continued the manufacture of Packard bodies since that
date. As subsequently outlined, the Company has leased from Chrysler (with an option to buy) the Conmer
Plant, where Packard bodies are presently manufactured. Packard will commence body manufacture in this
plant in July, 1954 and before the end of the year will also transfer final car assembly from its main plant to
the Conner Plant.
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After these moves and commencing with the manufacture of 1955 models, the major Packard automotive
manufacturing will be housed in two completely modern facilities—engines and major chassis parts at Unea,
and bodies and final car assembly at the Conner Plant in Detroit.

At the completion of the total program, it is estimated that the Packard floor space may be reduced by
aver 1,800,000 square feet and yet the same productive capacity retained.

The modernization program will be largely completed by the end of 1954, Capital expenditures in connec-
tion with the program for the period from April 30, 1954, to the end of the year, including expenditures for
dies and special tooling for the new engines and items of an expense nature but excluding tooling for the
1955 new models, are estimated at about $22,600,000.

Concurrent with this program of facility medernization, mmgeu1erat revitalization has been undertaken
by the Company during the past eighteen months. The purpose qf this reorganization has been to estabhsh
a management group blending veteran Packard personnel with new executives, obtained from the automobile
industry where industry knowledge was necessary and from general industry where specialized talents were
required.

Passenger Cars

Packard produces and sells two lines of passenger cars, the “Packard Clipper” in the medium-price range,
and the “Packard” in the high-price range. All current models of the Packard and the Packard Clipper have
Packard-made eight-cylinder engines, with horsepowers ranging from 150 to 212. Modern contour body
styling was first intfoduced with the 1951 model, and further style changes have been subsequently made as
indicated by customer preferences. The 1955 models of both the Packard and Packard Clipper will incorporate
major mechanical and style changes.

Parts, Equipment and Accessories

The Company's sales of parts, equipment and accessories for its passenger cars represent a substantial
part of its business. Tn 1953, sales in these categories represénted over 185% of Packard's total non-military sales.
The Company has a completely madern parts and accessories warehouse at Utica, Michigan, from which parts
and accessories are sent to regional parts depots and to dealérs and distributors throughout the country for resale.

Government Business

In 1947, the United States Navy requested Packard to develop the most compact, light-weight power
plant possible for marine use. This development led to a family of non-magnetic, high-horsepower, light-weight
diesel engines ; in 1950 the Navy placed contracts for these diesels to power its new minesweeper fleet.

With the advent of Korea, the United States Air Force requested Packard, as it did Studebaker, to under-
take the manufacture of the J-47 jet aireraft engine, originally designed by General Electric Company.

Cm February 28, 1951, the Company executed a facility contract with the Department of the Air Force
calling for the furnishing by the Government of an estimated 359,000,000 of facilitiez required for the pro-
duction of the J-47 jet engine. Approximately $6,900,000 of this amount which remains unexpended has
been earmarked for preparation and movement to storage of facilities not now required. A facility stand-by
agreement is being negotiated with the Air Force, which will provide for continuing jet engine production
on a pilot line basis, with on-site storage of facilities to allow for ready mobilization production.

At the time of entering into the J-47 engine program, the Company constructed a service parts ware-
house in order to provide required manufacturing space at its main plant for J-47 jet engine components.
An assembly plant adjoining the warchouse was constructed for the assembly of the ]-47 engine. These
plants are located on a site acquired for the purpose, north of Utica, Michigan and adjacent to the Packard
Proving Grounds. Certificates of Necessity providing for accelerated amortization of 75% of the estimated
acquisition cost of the facilitics over a five-year period were granted by the Government.. In addition,
property known as the Mt. Elliott Plant and located one-half mile north of the Main Plant in Detroit was
acguired for the installation of forging facilities required for the production of jet engine buckets and blades.
The acquisition cost of this plant has been covered by a Certificate of Necessity granted by the Government,
providing for accelerated amortization of 65% of the acquisition cost.
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Schedules for the J-47 jet etigines have been sharply reduced by the Air Force due to the general cuthack
in national defense procurement and to the fact that the Life of these engines in actual use has far exceeded
original estimates. Packard’s present conmtract for J-47 engines on the reduced schedules extends wngl
June; 1955,

Present contracts for the Navy diesel engines will continue through 1954, The Company is alzo engaged
in further development work on aircraft and marine engines for the armed services:

It is estimated that military items accounted for approximately 42% of total doflar sales of the Company
in 1953 and 37% in the first four months of 1954,

Sales Organization

Domestic
Packard cars and other automotive products are sold in the United States at retail by approximately
1,200 independent dealers, and also directly through 7 Company-owned retail outlets, Approximately 1,030
of the dealers purchase cars and other automotive products directly from Packard: the remaining dealers
purchase from wholesale distributors. There are 8 such distributors, each a direct customer of Padlard,
situated in trade areas where it is thought desirable and economical to market the Company’s products through
distributorship channels.

The Company has 12 zone or branch offices located in principal cities of the nation for the purpose of
servicing dealer accounts, operating parts warehouses, and otherwise carrying on the Company's salés and
distribution activities:

The Company-owned retail outlets are located at: Boston, Massachusetts ; Chicago, [Hincis: New York,
New York; Hartiord, Connecticut; Philadeiphia, Pennsylvania; Pittsburgh, Pennsylvania; and White
Plains, New York.

Foreign {including Canada)

Canadian sales are handled by the Company’s wholly-owned subsidiary, Packard Motor Car Company of
Canada, Limited, which was incorporated under the laws of the Province of Oniario in 1931, This subsidiary
operates as the Company’s distributor of cars and parts in Canada, but does no manufacturing or assembling
of cars. It has no funded debt or minority sharcholder interest other than directors’ qualifying shares,

Distribution of automobiles in other foreign countries is handled by the Company’s Export Division in
New Yerk City through authorized dealers located abroad.

The forcign sales of Packard automotive equipment amounted to 4.3% of total non-military sales of the
Company in 1953,

Employee Relations

Packard has approximately 9,000 people on its payrolls, 6,200 of whom are hourly-rated employees and
2,800 salaried employees, Many Packard employees have unusually long service with the Company. Packard
has a well-organized and integrated Industrial Relations Division developed according to modern industrial
organization.

Most of the Company’s hourly-rated employees have been represented by Local 190, UAW-CIO, since
1937. The salaried technical employees and certain clerical emplovees are also represented by Local 190,
UAW-CIO. The plant guards are represented by the United Plant Guard Workers of America, and the
nurses by Local 889, UAW-CIO.

The Company has enjoyed stable union relationships over a period of approximately sixteen years.
There has been no authorized strike of the Company's operations since August, 1950, at which time the
Company entered into five-year contracts with the unions. Since 1950, there have been only minot interruptions
of production by unauthorized work stoppages. Packard emplojyees are paid wages comparable fo the wage
rates paid in the automobile industry. Under the five-year labor contracts, employees receive annual improve-
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ment factor imcreases and cost-of-living aliowsnces, Packard employees also have other benefts, such as
pension plans, group insurance, hospisslization plants, etc., patterned in general aiter those prevalent i the
automobile industry.

Plants and Properties

The Company’s manufacturing plants and principal executive offices are located in Detroit, Michigan,
and environs. The four major manufacturing and assembly facilities of the Company are the Mam FPlant,
At 1580 East Grand Boulevard, Detroit, Michigan, the Mt. Elliott Plant, at #6350 Mo Elliott Avenue, Detroit,
the Uitica Plant, at 23 Mile Road, Utica, Michigan and the Conner Plant, at 4621 Conner Avenue, Detroit.
In addition, at Utica there is a service parts and accessories warchouse, plus the Packard Proving Grounds.

The principal executive offices of the Company are located at the Main Plant, 1580 East Grand
Boulevard, Deiroit.

The Company's Canadian subsidiary owns a one-story office, showroom and warehouse, with 24,165
square feet of floor space, near Windsor, Ontario, which serves as the distribution paint for Packard automo-
hiles, service parts and accessofies supplied to the Canadian market. This is the only investment of the
Company located outside of the United States.

The Company also owns or leases warehouses and offices in many parts of the country, which propertics
are used as zone offices, parts and accessories warchouses, and retail sales and service putlets.

The following is a brief description of the principal properties of Packard Motor Car Company, which
properties are owned in fee simple and without suhstantial encumbrances, except where described as leased

properties:
{2} MaN PLANT

1580 East Grand Boulevard, Detroit, Michigan—This plant, located on part of an area consisting of 83.8
acres of land, Has a floor area of 4,498,412 square feet, with railroad siding facilities on the New York Central
Railroad, Facilities include a cast iron foundry, forge shop, machine shop, heat treat and plating, body trim,
miscellaneous stampings and a power house for supplying heat, light and power. Packard automobiles are
assembled at this plant, and the buildings house the general offices as well as the engineering offices and labora-
tories. Buildings range from single to multi-floor areas and are of concrete, brick and steel construction.

{b) M. EtLiorT PrLAKT

26550 Mt. Elliott Avenue, Detroit, Michigan—This plant, located one-half mile north of the Main Plant,
with New York Central siding connection, has a floor area of 309,134 square feet, consisting of a one-floor
manufacturing area and four-story office building. The plant, constructed of brick, concrete and steel, houses
the facilities furnished by the Government for the production of drop forgings under jet engine contracts with
the Department of the Air Force

(o) Urica PLanTt

23 Mile Road, Utica, Michigan—This plant is located on a 55.5 acre plot adjacent to the Packard
Proving Grounds and serviced with spur track facilities of the New York Central Railroad, New modern
buildings include a one-floor service parts and accessories warehouse with a floor area of 414,486 square feet
and a2 one-floor jet engine assembly, testing and inspection building with an area of 784,937 square feet. Also
included are a two-story administration building, boilerhouse, gatehouse, pumphouse, sewage plant, substation
and plant guard headquarters. Due to extending of the Company's jet engine contract and the reduction of the
production rate to a pilot line basis, the assemhbly of this engine has been transferred to the Main Plant in
Deetroit. The Company will use the space released in the Utica plant for the production of automobile engines,
automatic transmissions, rear axles and front suspensions.

(d) Provixe GROUNDS

Utica, Michigan—This property, located about twenty miles north of the Main Plant in Detroit, covers
504 acres of land embodying facilities for the testing of Packard automobiles. Facilities include a 232 mile
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speedway, believed to be one of the fastest closed concrete tracks in the world, specially constracted terrain and
dirt roads for endurance testing, buildings with 37,398 square feet of floor space, housing erigineering laboratories,
repair garage, experimental shops-and a:sgate lodge which serves as an adminietration building and contains
dormitory facilities for day and might test drivers.

(e} Coxier PLanT

4621 Conner Avenue, Detroit, Michigan—The Company has concluded an agreement with Chrysler
Corporation whereby the Company has leased for a period of five years, with option to purchase, this modern
automobile body plant. The lease and option include body assembly and painting facilities and make available
to the Company for the first time since 1941 the necessary facilities for assembly and painting of automobile
bodies. The plant, located on a 23.9-acre parcel of land, has a floor area of 759,749 square feet.

{f) 955 Hurox Lixe Roan, Winnsor, OxrtaRio

This property, located near Windsor, Ontario, covers 7.1 acres of land on which there is situated a one-
story office, showroom and warchouse, with 24,165 feet of floor space. The property is adjacent to the main
highway from Detroit into Canada via the Ambassador Bridge over the Detroit River. The plant is also served
with & spur track and has adequate yard facilities and loading docks, The building contains the offices of the
subsidiary, Packard Motor Car Company of Canada, Limited, and the warehouse serves as the distribution
point for Packard automobiles, service parts and accessories supplied to the Canadian market.

{g) DistmievTion PROPERTIES

The Company cwns fifteen properties situated in principal cities or metropolitan areas of the Usnited States,
which are variously used for zone offices, parts warehouses; retail sales operations or are leased to dealers or
others. One of the properties is a 7.45-acre tract of unimproved real estate held as a possible future site for
a zone office and parts warchouse. The other fourteen parcels, totaling 34 acres of land, more or less, are
improved by buildings having in total approximately 970,870 square feet of floor space.

The Company or its subsidiary is lessee of space in many locations throughout the country and in Canada,
which space is used for zone offices, parts and accessories warehouses, retail sales and service outlets and, in
some cases, is sublet to dealers ar others,

DIRECTORS AND MANAGEMENT
Directors
The names of the seven continuing Packard Directors and of the eight nominees, each of whom is to
serve on the enlarged Board of Directors from the clm;mg under the Purchase Agreement until the next Annual
Meeting of Shareholders and until his successor has been duly elected, together with certain information with
respect to their principal occupations and employments, are as follows:

derved as
Director
Mame of Packard Director Principal Oecupation since
Farle C. Anthony President and Director, Farle C. Anthony, Inc. Distributor 1948
of Packard products in’ State of California
Edwin Fester Blair Member of firm of Hughes, Hubbard, Blair & Reed, Lawyers, 1950
New York City
Hugk |. Ferry Chairman of the Board, Packard Motor Car Company 1943
James McMillan Vice President, Treasurer and Director, The Baver 1946
Campbell Co., Fncturur Supplies
James J. Nance President and Chiel Executive Officer, Packard Motor Car 1952
Company
Homer A. Vilas Member of the firm of Cyrus J, Lawrence & Sons, members 1951
of the New York Stock Exchange. Stock Brokers
W. Tom ZurSchmiede Chairman of the Executive Committee and Director, 1943

Federal Screw Works, Manufacturing
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Served 28

Stodebzker
Director
Name of Nomines Principal Oecupation since
James . Blaine President, The Marine Midland Trust Company of 1935
New York, Commercial Bankers, New York City
J. Russell Forgan Partner, Glore, Forgan & Co., Investment Bankers, 1951
New York City
John Hertz Partner, Lehman Brothers, Investment Bankers, 1952
New York City
Paul G. Hoffman Chairman of the Board of Studehalzer ‘1935
Maurice T. Moore Member of the firm of Cravath, Swaine & Moore, Lawyers, 1935
New York City
L. Z. Morris Strauss Financial adviser and capital management, Mew York City 1937
Harold 5. Vance President of Studebakei 1235
John H. Watson, Jr. Member of the firm of M. B. & H. H. Johnson, Lawyers, 1935

Cleveland, Ohio

There has been no change in the principal oceupations of the eight nominees uring the past five years,
except in the case of Mr. Paul G. Hoffman, Tn 1948 Mr. Hoffman resigned as President and as a Director of
Studebaker to become Administrator of the United States Economic Cooperastion Administration. In 1951
he left government service to become the President of the Ford Foundation. Effective March 1, 1953, he
returaed to Studebaker as Chairman of the Board and a Director. During Mr. Hoffman's absence, Mr.
Harold S. ‘if'ancr: served bcrth as ﬁainnau of 'th: Board and President of Siudfbaker

Security Holdings of Directors and Nominees
The seven directors and eight nominees listed above owned beneficially, directly or indirectly, as of June 1,
1954, as reported by them, approximately the following shares of Common Stock in Packard and Studebaker:

Shares of Shares of
Studebaker Packard
Name Common Stock Common Stock
B be 7 rld e e s 244618
df: o n B e e e o R S 100
B Rgahen B i T oo 1,000
EEuph - ey L it L i i 500
s B L e T i 2 G e e DA PR ol i 200
T T o S e L et Al e P A L VA i (e 1 100(1)
Bapbfee Fhofnian i csndnamsnaeiiy Ll iing) (M= 8275
Jomes McMillan ... HRE Pt e L ivescae TR 18,833 (2)
Maurice T, Moore ... AN T ORI R A ) 1,500
i ] s T i A R e e s 1,000
e B 200
oo o) 11 S r L R el e S R LS 8,500
2T e | 1 O R e Ry o A TP CapeS S ESRD [yl e ey 1,500
Fadm EL Wollsom Jro ol e L e 200
L T AT T P S e i 9,000
Nores:

(1) Begpresents shares owned hDeneficially by Dehmian Brothers of which Mr, Hertz i3 @ partner.

{2) Mr. McMillan iz one of 4 trustees of a decedent’s estate which owned 10000 shares of Packard
icomnion stock, and one of the contingent and residuary beneficiaries of the trust under the will of
saud decedent, and: as such trustee is entitled with the other trastees 1o vote said shares

Officers

As provided in the Purchase Agreement, after the closing of the purchase of the Studebaker properties
and assets, Mr, James J. Nance will continue as President and Chief Executive Officer of the Company, with
the responsibility of the general direction and supervision of the business affairs and operations of Studebaker-
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Packard, subject to the Board of Directors. Mr. Paul G. Hoffman, now Chairman of the Board of Studebaker,
will become Chairman of the Board of Studebaker-Packard, and Mr. Harold 5. Vance, now President of
Studebaker, will become Chairman of the Executive Committee.

It is contemplated that, following the closing of the purchase, other officers and employees of Packard
and of Studebaker will be elected or appointed to appropriate positions in the management.

Bemuneration and Other Transactions with
Diirectors and Officers during 1953

The following information is furnished with respect to (i) each director and each of the three highest
paid officers of Packard and of Studebaker whose direct aggregate remuneration exceeded $30,000 during 1953
and (ii) all directors and officers, as a group, during 1953 of Packard and of Studebaker:

Remuneration of Packard Directors and Officers for 1953:

Name of Individual or cm&im Agpregate Bm:hm
Identity of Group was Received Remuneration Fetirement

James J. Nance President and General Manager F168,007.00 (1)

W. R. Grant Vice President and Treasurer 67,433.63 (1)

Fred J. Walters Vice President, Marketing 59.933.50 (1)

Hugh J. Ferry Chairman of the Board 52,517.03 212,000

All directors and officers as a group,  Directors or Officers 674,89273 {2)
including those named above (19)

MNotes:

(1) This table does not include pension benefits or accruals under the Company’s Basic Pension Plan which is applicable
to substantially all of the Company’s employees. Under the Basic Plan payments to 2 trustee are computed on an actparial
Tasis and the Plan provides for fixed benefits at normal retirement (age 65) at the rate of $1.75 per month for each credited
year of service not exceeding 30 years. Under the Basic Plan estimated annual benefits upon retirement are: J. J. Nance—
2o8.80; W. R. Grant—$485.16; F. J. Walters—none (resigeed); Hugh J. Ferry—3$630.00; Officers and Directors as a
group—35,412,

{2) Due to the fact that under the contributory plan pension benefits are determined according to earnings which vary,
it is impracticable to state estimated annual benefits upon retivement of members of this growp. The aggregate amount set
aside or gocrued to the end of the fiscal year is 3220827.06. The maximum pension payzble under the contributory plan is
S12,000 per year.

Remuneraiion of Studebaker Divectors and Officers for 1853 Estithated Annig]

Name of Individual Capacities in Which P g ol
alne or in T
Tdentity of Group Resumeration wag Received Remuneration(2)  _ age 65(3)

H. 5. Vance Chairman of the Board and S145,833.32 £25,630.00

President (1)

Paul G. Hoffman Chairman of the Board(1) 83.333.33 21.700.35

P. O. Peterson Executive Vice-President 06,000.,00 2188252

K. B. Elliott Executive Vice-President 06,000.00 21.995.05

All directors and officers as a group, Directors or Officers 840,166.65 187 61026
including thoze named above (18)

MotEs:

{1) Mr. Vance served as both Chairman of the Board and President until March 1, 1953, when Mr. Paul G. Hoffman
became Chairman of the Board.

(2} The amount listed abowve in the column Ai’mm Remuneration” for all directors and officers of the Corporation,
a5 2 group, does oot include $30,000 received by the firm of Cravath, Swaine & Moore, of which Mr. Maurice T. Moote,
a director during the past year, 15 a pariner, for legal services rendered doring 1933 to the Corporation.

{3) The amounts listed above in the coloma “Estmated Annual Pensiom if Serviee continoes to age 65" are in each case
based upon the following assumptions; that the Pension Plin will be continued; that the officers named will continee to
pq.mclpate in the Penzion Plan; that they will continwe to receive their present salaries until age 63; that there will be mo
change in the amounts of future service annuities purchased each year; and that there will be no chmges affecting the basis
for calenlating benefits payable under tbu Pension Plan. The amounts ]tstzd mder such heading include in each case both the
comtributory and non-contributory pensions pavable to the named individial.
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Intereste of Certain Persons

Upon. the closing under the Purchase Agreement, Studebaker will hold 3,542,187 shares out of the
6,440,455 shares of New Common Stock, issued and outstanding, Packard has been advised by the eight
nominees for directors that they own beneficially, directly or indirectly, as of June 1, 1854, shares of the
common stock of Studebaker, as shown above in the table under the caption “'Security Holdings of Directors
and Mominees”,

Mr. J. Russell Forgan and Mr. John Hertz, presently directors of Studebaker and proposed directors
of Studebaker-Packard, are members of the investment banking firms of Glore, Forgan & Co. and Lehman
Brothers, respectively. Those firms, together with Kuhn, Loel & Co., will each receive $35,000, which will
be paid by Studebaker-Packerd for their services in assixtiltg in the negetiations, by making studies and
recommendations in connection with the purchase of the properties-and assets of Studebaker.

Mr. Edwin Foster Blair and Mr. Maurice T. Moore are members of the law firms of Hughes, Hubbard,
Blair & Reed and Cravath, Swaine & Moore, respectively, which firms are rendering legal services to Packard
and Studebalcer, respectively, in connection with the proposals herein described and related matters.

Future Bemuneration Payments for Certain Packard Officers

Packard has a Special Compensation Flan by the terms of which awards to executive employees are
made based upon Packard earnings. A perceatage of each award is immediately payable, and a percentage
(determined according to the amount of the award) may be deferred for future payment. The deferred
portion is zubject to reduction i the participant’s employment with Packard is terminated within 306 months
from the close of the fscal vear in respect to which the award is made, annueal instaliments are. forfeitable
in the event participant fails to render certain consulting and advisory services to Packard, and all unpaid
anntial installments are forfeitable in the event participant undertakes competifive employment. Under the
terms of this plan $42,000 of the special compensation award made to Mr, James J. Nance in 1953 with
respect to the fscal year 1952 has been deferred for future payment. No other sums are presently deferred
for future payment to Mr. Nance or any other person under the terms of this plan.

Packard is 4 party to two contracts which contemplate fulure remuneration payments. One contract is
with Mr. Hiogh |. Ferry, Chairman of the Board, and is upon the ¢onsideration that he will render advisory
and’ consultant services to Packard and not engage in competitive employment dioring the period ending
December 31, 1959, Upon the continuing fulfllment of these obligations Packard will pay Mr. Ferry the
sum of $24.000 for the year 1954, and 512,000 per year thereafter until December 31, 1950, Packard has
contracted with Mr. James J. Nance, its Précsident, for his consulting and advisory services during a period
of fifteen years foliowing the time he ceases to be a salaried emiployee of Packard for the consideration of
540,000 per annum, Payments are forfeitable during any period in which he fails to render such services or
undertakes competitive employment. Provisions are made for payment of an equal aggregate amount to
Mr. Nance or his beneficiaries in the event he becomes disabled or dies while he is a salaried employee of
Paclaard, and for payment of any unpaid balance of said aggtegale amount in the event of his death during
the consulting and ‘advisory perind. Provision is also made wherehy Mr. Nance may participate in payment
of premigms on insurance policies on his life in an aggregate amount sufficient to pay Packard’s hability in
the event of his death, and in such event, Packard’s obligation is reduced to the extent that the proceeds of
such policies are payable directly to his beneficiaries.

Packard Steck Options

Sinice the beginning of the last fiscal year, no stock options have been granted by Packard to, or exercised
by, any officer or director of Packard named in the table above. Between January 1, 1953 and date, the
Board of Directors granted stock options covering 85,000 shareés of common stock without par value to zix
officers of the Company, exercisable within five years. The option prices {which weére in no case less than

959 of market values on the granting date) were as follows: Market Valne
Granting Date Option Price Per Shareon
of Options Per Share Granting Date*
BB B IO s e R $5.165 $5.4375
Y [T T L RE i T ER P R PRI vt 4.928 5.1875
September LIS RE o0 T D S e 4.84 44375
April 30,1954 o eitsdicar o . 4.54 3.5625
* Mezn of the high and low market price on the New York Stock Exchange on the granting date.
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The consideration for the granting of these options was either the entering into employment of a new
employee or the agreement of an employee to remain in employment at least eighteen months. On the
exercize of any such stock option, the option price must be paid in full within five years, A promissory note
muyst be delivered to the Company for any unpaid portion of the pun:hm price and the purc.’nas:ed shares pledged
as collateral. The options are restricted with respect to exercise and transferability in order to meet the
requirements of Section 130A of the Internal Revenue Code.

EMPLOYEE PENSION AND OTHER PLANS

After consummation of the Purchase Agreement, employees of Studebaker-Packard will be coversd by
the present pension plans, group insurance plans and other employee plans of Packard and Studebaker, For
the immediate period following the consummation of the Purchzse Agresment, it is expected that theze pension
plans will be kept zeparate and will continue to apply only to the groups of emplovees to which they presently
apply. The benefit provisions and costs of the principal plans of Packard and Studebaker are summarized below,

Packard Pension and Retirement Plans

Packard is a party to noncontributory pension plans covering both hourly-rated and salaried employees.
These plans are similar to those generally adopted by the automobile industry and provide for a monthly
pension at normal retirement of $1.75 for each vear of credited service, not in excess of 30 years. Provision
is made under the plans for minimun montkly pensions, including the emplovee's primary old-age insurance
benefit payable under the Federal Social Security Act, of $4.00 for each year of credited service, not in excess
of 23 years.

Normal retirement age is 65. Provision is made for retirement prior to that time, at the option of the
employee or the Company or under mutually satisfactory conditions or in the event of total and permanent
dizability.

In addition to the moncontributory pension plans, an elective contributory retirement plan is in effect
for salaried employees not represented by a union, and whose base salary is in excess of $3,600 a year. Each
participating employee who contributes 5% of the excess of his base salary over $3,600 a year will receive
an annual income from normal rétirement at age 65 based on 0759 of the excess over $3,600 of the annual
base salary for the year 1950 multiplied by the number of years of credited service prior to August 1, 1951,
and 1.5% of the excess over £3,600 of the annual baze salary received subsequent fo that date. Feduced benefits
will apply in the case of early retivement, and no emplovee shall receive a retirement income in excess of
$12,000 a year,

There were 12,061 hourly-rated and 2,573 salaried employees covered wnder the noncontributory pension
plans and 1,006 salaried employees covered under the contributory retirement plan as of December- 31, 1933,

The Company funds the plins hy payments to a trustee. The totzl unfunded cost of the above plans, as
estimated by independent actuaries, was $15,700,000 as of April 1, 1954, If the past service costs were to be
funded from inception ever a period of 23 years under the nnn—-n:ontrmutor} pension plans and 30 years under the
contributory retirement plan, the total annual past service cost payment would be appm:-nmately 51,320,000,
The current annual cost of funding future service benefits is estimated to be 3850,000. The cost of funding
both past and future service will vary due to factors such as number of covered employees, wages paid,
employment turnover, mortality experience and interest rates.

Packard Group Insurance Program

Employees represented by the UAW-CIO as well as substantially all other employees of the Company
are covered by an insurance program providing group life insurance, hospital and surgical insurance and
accident and sickness benefits for employees and hospital and surgical bemefits for their dependents. The
Company contributes towards the cost of this program.

Studebaker Pension Plans
Studebaker presently has in effect Pension Plans for Hourly Rated Employees and a Peasion Plan for
Salaried Employees.
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The Hourly Rated Employees Plans are noncontributory. The amount of monthly pension pavable on
normal retirement is $1.75 for each year of credited service tp to a maximum of 30 wears of such service
subject to a minimum, inclusive of the primary old-age insurance benefit payable under the Federal Social
Security Act, of $4 for each vear of credited service up to a maximum of 25 years, Normal retirement age
is 63, Retirement prior to that date at the employee’s option or at the option of Studebaker or in the
event of permanent and total disability is provided in certain cases.

The Pension Plan for Salaried Employees provides both nomcontributory and contributory pensiors.
Noncontributory pensions are payable to salaried employees on substantially the same bases as they are paid
to hourly rated employees. Contributory pensions are payable to salaried employees whose pay exceeds
$3,600 a year and who elect to contribute 39 of such excess, The annual contributory pension iz 1.3% of
the apgregate of the compensation upon which the éemplovee Bas made contributions (plus in the case of
certain employees who participated in Studebaker’s Retirement Aanuity Plan prior to November 1, 1950,
supplementsl annuities purchased by Studebaker to provide minimum benefits) subject to a macdmum
contributory pension of $25,000 2 year. Redured benefits are payable in the case of certain early retirements.

As of December 31, 1953, there were 14,906 hourly rated and 3,807 salaried active emplovees covered
by the Plans.

Estimates of the costs of noncontributory pensions payable under the Plans have been prepared by an
|nd¢pcndem. actuary using a method under which the cost of such peuﬂﬂns is divided into two parts, one for
future service beginning November 1, 1950 (the effective date of the Plans as now in effect), and the other for
past service hefore that date, and assuming the continuance of Federal Social Security on the basis of the Act
as now amended. The total unfunded cost for past service, e:-:.presstd in a lump sum as of "1-'1&}* 31 1954, is
calculated by the actuary to be $21,341,255. If the past service costs for noncontributory pensions “under the
Plans were to be funded over a period of 30 years, the annual pavment would be $1,173,972. In addition, it is
estimated that as of May 31, 1954, the unfunded cost of supplemental annuities for certain salaried employees
under the Pension Plan for Balaried Employees was §209613. The annual estimated cost to Studebaker of
funding future service benefits under the Plans on the basis of current levels of employment and compensaticn
15 1,238,985, It is to be recognized that the cost of the Plans will, of course, vary by reason of changes from
time to time in the number of employees covered, their wages, actual rates of employment turnover, rates of
eamings and other factors such as interest rates, mortality rates and methods of Anancing used.

Studebaker Group Insurance Programs

The hourly rated employees at Studebaker’s plants at South Bend, Indiana, and Los Angeles, California,
and at Chicago, lliinois, are covered by group insurance programs, administered by the unions representing such
employees, which provide group life insurance, hospital and surgical, and accident and sickness benefits for
employees and substantially similar benefits for eligible dependents. Similar group insurance programis,
administered by Studebaker, cover hourly rated employees at its New Brunswick plant and the plant of Stude-
baker's Canadian subsidiary, Salaried employees of Studebaker and its Canadian subsidiary, and depend-
ents of such employees, are likewise covered by group insurance programs, providing substantially the same
benefits given to hourly rated employees. Studebaker and its subsidiary contribute toward the cost of all
these programs,

YOTING PROCEDURES

The Board of Directors has fixed July 9, 1954, at 300 o'clock, P.M., Eastern Standard Time, as the
record date for determination of the holders of shares of stock outstanding entitled to notice of, and to vete
at, the Special Meeting.

The Company had outstanding as of July 1, 1954, 14,491,340 shares of Common Stock; without par value,
each of which is entitled to one vote at all meetings of shareholders. Every shareholder of Common Stock is
entitled to vote the number of shares owned by him for as many persons as there may be directors to be
elected, or to accumulate said shares and give one nominee as many votes as will equal the number of directors
multiplied by the number of shares of his stock, or to distribute them on the same principle among as manty
nominees as he shall think fit,
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Shares represented by valid proxies received pursuant to this Proxy Statement will be voted at the
Special Meeting in accordance with specifications made thereon, or in favor of each of the proposals if no
specification is made.

It is the intention of persons named in the accompanying form of proxy to vote such proxy at the Special
Meeting for the election as directors of the 8 nominees referred to under “Directors and Management” above,
and if necessary, to exercise cumulative voting rights to secure their election as directors of the Company.
In the event that any of the nominees become unavailable for any reason, which the Management does not
contemplate, it is intended that, pursuant to the accompanying Proxy, votes will be cast for substitute nominees
designated by the present Board of Directors. In this connection, it should be pointed out that the Purchase
Agreement provides that such substitute nominees will be designated by the Board of Directors of Studebaker.

If the enclosed form of Proxy is executed and returned, it may nevertheless be revoked at any time
before it has been voted, upon written notice to the Secretary of the Company.

REFERENCE TO FINANCIAL STATEMENTS
This Proxy Statement includes the financial statements listed on page F-1. Additional financial state-

ments of Packard and Studebaker are on file with the Securities and Exchange Cﬁmmissicrn, Washington,
D. C.; and the Wew York Stock Exchange, and in the case of Packard with the Detroit Stoek Exchange.

COST AND METHOD OF PROXY SOLICITATION

The ‘entire expense of preparing, assembling, printing and mailing this proxy material will be paid by
the Company. Ia addition to the solicitation of proxies by use of the mails, directors, and not more than
ten officers and regular employees of the Company may solicit proxies by telephone, telegraph or persomnal
interview, and the expense of such solicitation will be borne by the Company. In addition, the Compasy has
retained the organization of Dudley F. King, assisted by approximately 80 persons for Iimited periods, to aid in
the solicitation of proxies of shareholders, other than nominees and brokers. The Company has also retained
The Kissel Organization, assisted by approximately 13 persons for limited periods, o amd in the solicitation
of proxies of nominees and brokers. Dudley F, King and assistants and The Kissel Organization will
solicit proxies by personal interview, mail, telephone and telegraph. The Company and The Kissel Organiza-
tion will request brokers and other custodians, nominees and fiducianies to forward proxy-soliciting material
to the beneficial owners of shares held of record by such persons and will reimburse such persons for their
expenses. For the services and expenses of the organization of Dudley F. King and The Kissel Organization,
the Company will pay a total amount estimated not to exceed $62,000.

OTHER MATTERS

So far as the Management is aware, no other matters will be brought before the meeting. Should any
other matters come before the meetmg, however, action may be taken thereon pursuant to Proxies in the
form enclosed, which confer discretionary authority upon the persons named therein or their substitutes
with respect to any matters which may properly come before the meeting.

Uniess you woill attend the meeting in person, please fill in, sign, and return fhe proxy in the accompanying
addressed ewvelope, wiich requires no further postage if wailed in the United States. Your cooperation in
giving this matter your prompt attention will be appreciated.

July 9, 1954.

ERonerT BryraIin
Secretary




EXHIBIT A

CERTIFICATE OF AMENDMENT TO THE
ARTICLES OF INCORPORATION

of
PACKARD MOTOR CAR COMPANY

Recisteeen Orrice: 1580 East Grand Boulevard, Detroit, Michigan.

We, the undersigned, being the President and Secretary of Packarp Motor Car Coarraxy, a corporation
existing under the provisions of Act No. 327 of the Public Acts of 1931, a5 amended, do hereby certify, as
required by said act:

That at a meeting of the shareholders of said corporation duly called and held on the 17th day of
Angust, A, D. 1954, it was resolved by the vote of two-thirds of the shares of each class entitled to vote and
by two-thirds of the shares of each class whose rights, privileges or preferences are changed thereby that
Articees Nos, ITand IV of the Articles of Intorporation be and the same are amended to read as follows, viz.:

ARTICLE II

The purpose or purpases of this corporation are as follows:

(1) To manufacture, repair, own, sell and otherwise deal in engines, motors, automobiles, motor
carriages and trucks, and any other machines or equipment to be used either for land, water or zerial
transportation, and all parts or accessories used in connection therewith or pertaining thereto,

(2) To manufacture, buy, sell, develop, import or export, own, use or otherwise dea! or traffic in, any
and all kinds of machines, machinery, appliances, instruments, apparatus and automobile parts, accessories,
equipment and supplies; and, in general, to manufacture, buy, sell, develop, import or export, own, use
or otherwise deal or traffic in, any and all metals, minerals, chemicals, petroleum or any materials
connected with any of the foregoing and any or all producis or articles consisting of any of the foregoing,
and to manufacture, biy, sell, develop, import or export, own, use or otherwise deal or traffic in, goods,
wares and merchandise of every kind and description.

(3) To such extent as & corporation organized wnder the Michigan General Corporation Act may
now or hereafter lawfully do, either as principal or agent and either alone or in connection with other
corporations, firms or individuals, to do all and everything necessary, suitable, convenient or proper for,
or in connection with, or incident to, the accomplishiment of any of the purposes or the attainment of any
one or more of the objects above enumerated, or designed directly or indirectly to promote the interests
of the corporation or to enhance the value of its properties; and in general to do any and 2l things and
exercise any and all powers, rights and privileges which a corporation may now or hereafter be erganized
to do or to exercise under the Michigan General Corporation Act or any act amendatory thereof, supple-
mental thereto or substituted therefor.

ARTICLE TV

The total authorized capital stock is Fifteen Million (15,000,000) shares of Common Stock with a par value
of Ten Dollars ($10) per share.
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The following is 2 description of each class of stock of the corporation with the voting powers, preferences
and rights, and the qualifications, Emitations or restrictions thereof:

There shall be but one class of stock, being stock with a par value of Ten Dollars ($310) per share
divided into Fifteen Million (15,000,000) shares. Holders thereof shall be entitled to vote for directors
and shall also be entitled to participate in dividends when and as declared and in the assets of the corporation
apon liquidation after all indebtedness and obligations of the corporation have been paid and discharged.

The holders of the Commeon Stock of the corporation shall, as such, have the right pro rata accerdmmg to
their respective holdings of Common Stock of the corporation, and on such terms and conditions as the Board
of Directors may determine, to purchase or subscribe for any of the authorized but unissued shares of stock
of the corporation which the corporation shall seil or issue for cash, other than up to 400,000 shares to
be reserved by the Board of Direciors for issuance to officers and employecs of the corporation. For
the purposes of this ArTicLe IV, the issuance or sale by the corporation, whether for cash or otherwise,
of any options, warrants or other instruments which shall entitle the r-e-:pectwe holders or owners thereof to
subscribe for or purchase for cash any shares of stock of the corporation of any class, shall be deemed to he an
issue for cash of the shares purchasable under or which may be subscribed for pursuant to such oplions, war-
rants or other instruments; but the issuance or sale by the corporation, whether for cash or otherwise, of any
band, note, debenture or other evidence of indebtedness, which may be exchangeable for or convertible into shares
of stock of the corporation of any class shall not be deemed to be an issue of stock for cash, either upon the
issue of such evidence of indebtedness or upon the issue of stock pursuant to the exercise of any rights of
exchange or conversion appurtenant thereto: and the issuance hy the corporation of any shares of capital
stock in payment for assets or property of any kind shall not be deemed to be an issuance for cash, even
though a portion of such assets or property shall consist of cash. Except as hereinabove in this Arvicie IV
expressly provided, no holder of Common Stock of the corporation shall have any pre-emptive rlght whatsoever
nor shall such holder as such holder, have any right to purchase or subscribe for any shares of stock of the
corporation of any class or any obligations or instruments which the corporation may issue or sell that shall be
convertible into or exchangeable for or entitle the holders thereof to purchase or subscribe for any shares of stock
of the corporation of any class. Any of the anthorized but unissued shares of stock, which the holders of Common
Stock of the corporation have the right to purchase or subscribe for according to their respective holdings, as
aforesaid, may be released from such pre-emptive rights by the vote or written consent of the holders of two-
thirds of the issued and outstanding shares of such stock or by the required vote or written consent of such
holders as may at the time be provided by Michigan law, if such requirement be less than two-thirds.

The amount of paid-in capital of this corporation is Thirty Millien Dollars ($30,000,000).

When the améndment of this Arrrcce IV becomes effective to authorize Fifteen Million (15,000,000)
shares of Common Stock of & par value of Ten Dollars ($10) per share, each share of the common stock
without par value (including shares held in the treasury of the corporation) issued immediately prior thereto
iz herehy changed and reclassified into one-fifth of a share of Common Stock of a par value of Ten Dollars
($10) per share, so that the 14,491 340 shares of commion stock, without par value, issued and outstanding,
and the 508,660 shares of Common Stock, without par value, issued and held in the treasury of the corporation,
will be changed and reclassified respectively into 2,898,268 shares of Common Stock with a par value of Ten
Dollars ($10) per share, which shall be issued and outstanding, and 101,732 shares of Common Stock with a
par value of Ten Dollars ($10) per share, which shall be issued and held in the treasury.

Certificates for the necessary number of shares of Common Stock of a par value of Ten Dollars ($10)
per share shall be issued at the rate of one share thereof for each five shares of common stock without par
value (including shares held in the treasury of the corporation) issued immediately prior to the taking effect
of said amendment. The holders of outstanding certificates representing shares of common stock without par
value shall surrender the same to the corporation for cancellation and shall receive and accept in place thereof
certificates for shares of Common Stock with a par value of Ten Dollars ($10) per share at the foregoing rate;
provided however, that in lieu of issuing to any such holder a certificate representing less than a whole share
of Common Stock of a par value of Ten Dollars ($10) per share, the corporation shall issue to or upon the
order of such holder a serip certificate, which scrip certificates shall be exchangeable together with other serip
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certificates in amounts aggregating one or more foll shares of Common Stock of the par value of Ten Dollars
{$10) per share, for a certificate for the full number of such shares called for thereby, and shall be in such
form, expire on such date, and otherwise contain such terms and provisions as the Board of Directors of the

cotporation shall approve.

In Wirtxess WaErEOF, we hereunto sign our names this day of August, A D, 1954,

PACKARD MOTOR CAR COMPANY

(President)

{ Secretary)
State oF MicHIGAN i
County or WAYNE 2
On this day of August, 1954, before me a Notary Public in aforesaid County, appeared

James J. Naxce, President of the Packard Motor Car Company, known to me to be the person named in and
who executed the foregoing instrument and acknowledged that he executed the same freely and for the intents

and purposes therein mentioned.



EXHIBIT B
CERTIFICATE OF AMENDMENT TO THE
ARTICLES OF INCORPORATION
of
PACKARD MOTOR CAR COMPANY

Rucisterep OFrice: 1580 East Grand Boulevard, Detroit, Michigan,

We, the undersigned, being the President and Secretary of Packagp Motor Car Comrany, a corparation
existing under the provisions of Act No. 327 of the Public Acts of 1931, as amended, do hereby certify, as
required by said act:

That at a meeting of the shareholders of said corporation duly called and held on the 17th day of August,
A.D. 1954, it was resolved by the vote of two-thirds of the shares of each class entitled to vote and by two-
thirds of the shares of each class whose rights, privileges or preferences are changed thereby that Article No. I
of the Articles of Incorporation be and the same is amended to read as follows, viz:

ARTICLE 1

The name of this corporation 15 Studebaker-Packard Corporation,

Ixr Wrrxess WaEREoF, we hereunto sign our names this day of August, A.D. 1954,

PACKARD MOTOR CAR COMPANY

STATE oF MicHIGAN
County oF WaAYNE

Onthis  day of August, 1954, before me a Notary Public in aforesaid County, appeared James J. Nance,
President of the Packard Motor Car Company, krown to me to be the person named in and who executed the
foregoing instrument and acknowledged that he executed the same freely and for the intents and purposes
therein mentioned.
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Statements of Net Imcome Retained Since May 1, 1935 for Use in the Business for the four
momnths ended April 30, 1954 (Unaudited) and the three years ens:led December 31, 1953
CATTHIEE Y s s s o v P e P B KT B RN Tt A TR i 1 A Lo I

Notes to Financial Statements .. ..o PN L e s R R T v F-14-16

Studebaker-Packard Corporation:
Pro Forma Consolidated Balance Sheet as of April 30, 19534 (Unaudited) ..o F-17
Motes to Pro Forma Consolidated Balance Sheet ..o i s e o F-18

AUDITORS* REPORT
To the Board of Directors of
THE STUDEBAKER CORPORATION

We have examined the consolidated balance sheet of The Studebaker Corporation and subsidiary com-
panies as at December 31, 1953, and the related consolidated stzfements of income and surplus for the three
years then ended. We have also examined the consolidated summaries of “Net Sales and Other Income”,
“Income Before Taxes”, "Provision for Income Taxes”, “Net Income” and “Book Value™ for the vears 1947
through 1953 given for The Studebaker Corporation (consolidated) under the caption “Comparative Data”
in this Proxy Statement. Our examination was made in accordance with generally accepted auditing standards,
and accordingly included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances.

In our opinion, the accompanying consolidated financial statements, and the notes thereto, present fairly
the Anancial position of The Studebaler Corporation and subsidiary companies at December 31, 1953, and
the resuits of their operstions for the three years then ended, and the consolidated summaries of “Net Sales
and Other Income”, “Income Before Taxes", “Provision for Income Taxes”, “Net Income™ and “Book Value™”
appearing under “Comparative Data™ in this Proxy Statement presents fairly the resuits of operation of the
Corporation and subsidiary companies from January 1, 1947 to December 31, 1933, in conformity with gen-
erally accepied accounting principles applied each year on a basis comsistent with that of the preceding year.

] T, ScoveLL, WELLINGToN & CoMmpany
une J,




THE STUDEBAKER CORPORATION
and Subsidiary Companies

CONSOLIDATED BALANCE SHEETS
April 30, 1954 (Unsundited) — December 31, 1953 (Audited)

ASSETS
April 30, 1954 December 31, 1933
CURRENT ASSETS:
Cashion hand and on deposlt ... 5 16,858,902 & 20479772
SR BE- Ay S L R s i e b Tt e 2,805,304 1,811,318
Accounts and acceptances receivable, trade, less reserves of—§139,733,

April 30, 1954 ; 141,124, December 31, 1953 . . 2095122 2445768
Accounts receivable from United States Governament ., ... ... 4,068,390 F. 302,859
Recoverable portion of Federal and foreign taxes paid on income of

B A 3 s e o e s 1,396,533 i
Oriber- reveivables; depostbs; Bbos L L s 1,823.350 2_?3.4,4?3
Inventories, at cost (which in the aggregate is lower than replacernent

market prices), less reserves of—3%2326678, April 30, 1954;

$2.920,547, December 31, 1953—Nofe 1., & 53,096,112 72523615
Prepaid eXPOOSES oo et et ) G654 084 612,032

$ 83208607  $110909,842
Deduct : Progress collections on United States Government contracts.. . - 17,180,189
Total Corrank Masebe . s i s Sy B 83,208,657 % 93729633
Nox-CurrenT [NVESTMENTS N o L W T A : - g 765200 % 765,200
FrorerTy, PLANT AND Epvirmext (inclading land $1,315659) at ap-
praised values as at March 8, 1935, with subsequent additions at cost,
o T T o o s S 4 93,660,185 $ 97,640,491
Less reserves for depreciation . ... .. b Lttt S s o, FEETETR 32452148
5 59,382,796 % 65,188,343
Less reserve for loss on demolition, disposal and change in use of property
and facilities, and carrying charges on property held for sale............. 1,836,019 1,830,019
Total Property, Plant and Fgunipment... e $ 57746777 F 63,352.324
Trapr Name, Goop Wirr anp PATeENT RICHTS .. , 5 1 & 1
SI41.B10.675 BI157.847 178

{ See notes to financial statements)
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THE STUDEBAKER CORFPORATION
and Subsidiary Cempanies

CONSOLIDATED BALANCE SHEETS
April 30, 1954 (Unandited) — December 31, 1953 (Aadited)

LIABILITIES AND NET WORTH

April 30,1954  December 31, 1953
CusrenT LiapiLiries:
315% Sinking fund debentures payable within one year.............. $ 750,000 B 750,000
AcconttsSThamable Wade ... e T 11,918,829 16,792,772
Accrued expenses:
I e iaa i o A e e e S s 3,397,731 3,749,679
ol s e A A N AR 2,876,749 2881,645
[R5 | T s )y S . 1.\ - 2479235 6,074,799
Federal and foreign tases on IMOOME:.. (/... i i e 2423044 3,379.875
Customers” deposits and credit balances.. ... .. ..o 12,211,523 7485925
Other current Tabilies ... 1,181,632 1472122
Total Corrent Liabilities. . oo o iniing i ; % 37,239,044 g 42 636,818
3349 SivEiNG Fuxp Desewroees Due Decemeer 1, 19660 ... . % 6,750,000 £ 6,730,000

NeT .“"OR_TH.'
Preferred stock:

Authorized but unissued 200,000 shares without par value

Common stock:
Authorized 5,000,000 shares, par value $1.00 each

Outstanding 2,361,458 shares—Note 3. .. 3 2361458 g2 2361438
R T U RWINIY, 717, (L W e 18,344,852 18,344,852
Earned surplus—Notes 4 and 6. A R S 77,115,321 &7 75050

Totid et WOrth...oonnmnrone A S $ 97821631  $108,460,350
$141,810675 157,847,178

{ See mates: to financial statements. )
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THE STUDEBAKER CORPORATION
and Subsidiary Companies

CONSOLIDATED INCOME STATEMENT
For the Four Months Ended April 30, 1954 (Unaundited)

For the Years Ended December 31, 1953, 1952 and 1951 (Audited)

Four Months
April 30, 1954 1953 1952 1951
Hbek IRadas e e A $ 02363856 $5094.249552 $5385,313447  $503,308,856
b T - e T £9.066 231,318 204,316 703,664
$ 92452922 $595080870 $586,117763 $304.012,330
Deduct:
Cost of sales, imcluding ameortization of

special tools, dies, ete. (Notes 1 and 5)  $ 95542499 $564723411 $536,123.347 3464089691
Provision for depreciation (Note 5) .. 1,644,915 4800442 4,448,412 3,929,742
Selling, advertising and general admini- :

SEEative SXPENSES . i 6,452,320 19,479,376 15,339,929 12,380,533
Commitment fee — Credit Agreement 40274 207 788 279713 —
Interest on debentures........, 78,125 255,860 279207 295,573
Other income: decuctions.......... ... 255,228 663,680 661,059 763,008

$104,013,361  $500,141,558  $557,131,757 %31,453:,34_‘}'
Interest income, less other interest expense (4,072) UR.661 - 135783 419147
104017433 $590,042,897 $556.995,974 $481,035,400

[acome (Loss) for period before provision

for Federal and foreign taxes on mcome..  ($ 11,564,511)

Provision for Federal-and foreign taxes on
income

$ 5,037,973

2,350,000

$ 29,121,789

14,830,000

$ 22973130

10,350,000

et Income {Loss) for period (Note 6) ... (3 9694511)

$ 2,687.973

$ 14,291,789

$ 12.623.130

{See notes to financial statements.}
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THE STUDEBAKER CORPORATION

CONSOLIDATED SURPLUS STATEMENT

For the Four Months Ended April 30, 1954 (Unaudited)
For the Years Ended December 31. 1953, 1952 and 1951 (Audited)

CAPITAL SURPLUS

Balance at beginning of year....... ...

Arising from issuance of Common Stock in
exchange for securities of predecessor cor-
poration

Arising from subscription of shares of Common
Stock at $32.50 per share pursuant to pro-
visions of Restricted Stock Optmu Plan for
key employees .. . . .. UL e ;e

(1500 shares 1953)
(4500 shares 1952)

Balance at end of peried.....____._ .. ST

Balance at beginning of year........._...._
Net Earnings (Loz=) for peried........... ...

Four Months
ended .
April 30, 1954 1953 1052 1951
$18,344,852  $I8.297.602  $18155852  $18,155851
= == L 1
ats 47,250 141,750 =
$18,344,852  §1B344852  $IB207602  $18.155852
EARNED SURPLUS
$87,754,050  $92,147,697  $84920626  $79,361.035
(9.694,511) 2687973 14291780 12623130
$78,059,539  $04835670  $99212415  $91.084,165
Cash Dividend:
1954 $040'per share.... . ... ... 044 218 — — —
BBEE VB Wy A — 7,081,620 i sk
L T R R e = i 7,064,718 2
ek o RO e =3 ks e 7.063,539
$77,115321 - $87754050  $92.147.607  $R4.920.626

Balance at end of period (Notes 4 and 6).

——

(See nates to francial statements)
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THE STUDEBAKER CORPORATION
and Subsidiary Companies

NOTES TO FINANCIAL STATEMENTS

Nore 1: In accordance with trade practice, the inventory of service parts includes a portion which will not be sold
within one year. This condition comes about through manufacturing and placing in service stock sufficient parts to il require-
ments far the life of the car in cases where special tooling is required in the mamfacture of the partz. Inventories have been
priced at coct, which in the aggregate is lower than replacement market prices. Swch cost was determined on the first-in,
first-out method and, after provision for chsolescence and other reserves, Major classifications of inventorics as of April 30,
15954, and December 31, 1953, were as follows

April 30, 1954 December 31, 1953

Civilian;
Faw material and work in progress. ... B18.797,703 24300432
Fionshed Products:
Cars and Teweled il £15.932,082 £12,143,M5
Parts and sccessories. ... .. 11,559 485 14,109,475
827,521,567 $26,253,420
Manufachering supplies ... e e e i N ) 4 % 3800457 B 3140400
Total Civilian: $30,128.727F $54.712 342
Matiopal Defensze:
Baw miaterials dnd work 0 PrOgress. .. il e £ 35336340 fi2 47220
Finished Producte—including spare parts. ..o ot i 1233498 4109094
Manufactoring swpplies oo 1,197,538 1.2510580
Total Watiomal Defenees; % 2567385 517813273
Total: E53096,112 72,525,613

The above amounts Zre net of reserves in the sum of $2,326678 for April 20, 1954, and $7 020547 for December 31, 1953

Caste of inventories on the shove basis as of December 31, 1932, December 31, 1951 and December 3L, 1950, were $63.090 000.35,
$£30.095225.18 and $42,939,91268, respectively.

More 2 Pending litigation is tot of a material nature, and, in the opinion of the managemerit af the Corporation,

it iz unlikely that there will be any material recovery from the Corporation ar its subsidiaries.

MatE 3: The shares of common stock, shown as outstanding at Dieeember 31, 1953 and April 30, 198, inclode those
heretofire iseued and alss 014 chares ostimated to be issuable hereafter in respect of securities of the predecessor corporation,
In addition to shares so jssuable, there were rescrved anissued 2t December 31, 1953 and April 30, 19534 (a) 17485 chares for
sals to or use as compensation to officers and emplovees under such terms and conditions as the beard of directors may from
Girmie to Hme determine, znd (b) 144,000 shares of common stock mnder the Restricted Stock Option Plan for key emplovees.
A= gt December 31, 1953, options had been granted to officers and key employees under the Plan for 110,000 shares at 3 purchase
price of $32.50 per share. As at April 30, 1954, options for 3000 shares had been canceled, leaving options oitfztanding for
107,000 shares, nonc of which have been exercized. The fullowing information is furnished with respect to options cxercised:

MNumber of Price per Fair Value Total

Date Exercized Shares Share Total Price per Share Fair Value
Oct, 17, 1952, oceccsrcnrsmirssees 1,500 23250 £ 48750 23575 £ 53623.00
W 21 19520 il 1,500 3230 48750 3z 5306250
Bick, RCTORR e 1.500 325 £3750 38,50 57,750.00

S T I A e 1,500 3230 42750 3930 58,250.00
6000 $195,000 $221,687.50

| o



NOTES TO FINANCIAL STATEMENTS — Continned

The fair valees. per share shown are the closing market prices of the stocl on the New Yorlk Stock Exchange om the
dates shown. In connection with the exercise of these options, Common Stock was credited S1 per share, for a total of $5000,
and capital surplus was credited $31.50 per share for a fotal of $180,000. There were no entries made to the income accounts
in conpection with these optioms,

Nore 4: Urder the Indenture cowering the issuance of the Debentures, the Corporation shall aot, after Decembar 31, 1946,
pay dividends on its commen stock (ether than in stock) er apply funds to the purchase thereof in excess of consolidated
ret profits subscquent to that date, plus §1,500000, or I any case where such a dividend or purchase wounld reduce consclidated
working capital below $IE750000 or 125% of consolidated fimded debt. The unrestricted sucphs available for dividends ot
Diecetrher 31, 1953, amousted to £69,134,11043 and at April 30, 1954, amounted to $55.405,381 24

Kot 5: Deprecatios on plants and properies, ofther than tools, dies, jigs, fixtures and equipment substantizlly afected
by change of models, 5 charged to current operations at rates which :are sofficient to extinguish the book valwes of the
plants and properties at the end of their anticipated useful life. The cost of toals, dies, jigs, Axtares and equipment affected
by change of models 5 amortized over thelr estimated pericd of osefulness. Depreciation and amortization 15 ¢zlonlated on
a straight-line basis, Expenditures for maintenance and repairs are charged direct to operations at the time of the expenditure
while those for Tetewals and bettermeits are cipitalized. The reserves for depreciation and amortization of property, plant
and cguipment are adibited at the 1ime properties are retired or disposed of by charging the assst value direct to the reserve
ACCOUNE ‘I connection with nermal retirements and by charging the resesve: with the sccummlated depreciation on property
and equipment. serapped or otherwise disposed of Aoy difference betwicen guch charge to the reserve and the asset valwe is
carricd fo current operations as gain or Iosz on disposal of capital asszets, No depreciztion of amortization is provided for
intangibles as such assets are carried by the Corporation at a pomizal vabue of 100 and there are no such assets recorded
on the books of the suhsidiary companies.

Property, plant and equipment at April 30, 1954, s summarized by major classifications as follows:

Land Improvemends ... 1,385,033
Buildings ... 14857790
Building Fixtures . 6,706 443
Machinery, Tocis and Eqmpnimt_ e R R 64,384,306
O A PO i seinibic s b vt et e oo 233823

$03,600,185

$30. 382,704

Nore 6z The Corporation’s pmﬁts for 195] 1952 and 1953, and for the four months ended April 30, 1954, are sabject
to. adjustments on account of rﬂ't-:guhﬂhun of Government contracts. Howewver, it is not expected that such :e:ueguuat:m
will ‘affect materially the Gnancial statements as presented.

Note 72 The consoldated balasce sheet and the consolidated income and surples statements include the accounts of
the Corporation and fts domestie and foreipn subsidiaries. The subsidiaries ineluded are wholly owned, Current assere and
eurrent Habilities of The Studebaker Corporation of Canads, Lid, are incloded at par of exchange while fixed assets purchased
since September 19, 1949, kave been included at ‘the applicable rate of exchange at time of purchase All other assets and
Liahilities are included at par of exchange. All the sccounts of Studebeler de Mexico, 5. A, have been included at the
compnercial tate of exchange in effect at the applicable date. The profit and loss accommts of foreion  subsidiaries have been
inchuded after converting at applicable rates of exchange. Inter-company profits in inventories and transactions arising t]*mtqh
infer-company sales and other dealings between the Corporation and its subsidiacies, have been eliminated in preparing the
consolidated statements,

MNore B:  ScerreMexTAany Prorir axp Loss Tarowieatron — All expenditures and expenses covering madntenzncs and
repeirs, depreciation, depletion and amortization, taxes (other than Federzl and foreign taxes on eome), rents and royaltics
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NOTES ‘TO FINANCIAL STATEMENTS — Continued

were charged directly to profit and loss (cost of goods sold and other probt and loss accounts). These expenditures and
cxpenses are sct forth in the following tzble:

Four Months
ended Year Year Year
April 30, 1954 1953 1952 1951
Matnteranice and repairs: =
Charged 1o cost of goods sold e M Dot B S $1382 306  § 7O84885 $ 7RRE32S R 6519930
Charged fo proft and Joss —other oo mriims i 25,614 01,776 107,510 U7 880

—_———

S1.608920  §ROT666L § 7202835 3 6617510

Depreciation, depletion and  amortization of fixed and intangible
assets or charges in lieu thereof:
Chirged 10 cost af BooEs SO, .oasiiirmmimon o AOSALSE0  SIT265203 § 750548 §9,129319

Charged to profit and 1055 — 0theE. oo i it 48,987 146,980 115,370 107,589
$6,590,207 '5’1?.912,333 & BOTATIR £ 0246008

Taxes, other than Federal and foreign texes on income
Chirged b coet of goods sold (see Notea) . i ... 639583 SMTIZETZ  SIUS5352  $36617872
Charged to profit and Joss —other. oo 2120 340,188 560,233 336,206

$6,507.055  $45.072860 0615585  $36.954,168

Analysis of taxes intluded above:
Teal and personal property taxes. . i TR ATIAID B 14P6972  F 12837 B LIHAL
Federal and state social Security taxes ... e e 35,687 2175720 1,874,250 2,080,435

Manuiacturer's excise taxes (see Notead i 3,894,539 35,645,212 40,082 775 28084 455
Indizna Groes Inconse taxes (see Nots'a) . .ol 46230 1,0R4.337 1,365,636 430,963
g eias by o e s e S 41,310 6661 352437 126,919
Foreign property, sales and excise faxcs (see Notea) ..o 1,310,970 4543958 4657 216 4,137,365

§6.597,955 4507280  $49615585  $3A954.168

Rents (see MNote b) o
Chistged to toet-of goods: sold._ i il $ 254288 § 646381  § 553,581 & 462427
Chisrged to profit and Toss-=other. | il 164,902 451,380 379.578 353,530

$ 4905 1097761 § DAL § 8IS9N

Rovalties ;
Charged to cost of goods sold o i § A086 0§ 47385 5 sS04 & 30591
Charged 1o profit ‘and less —other. . . e o R - -— = =

—

¥ BMEs % 47365 5 0S5 305M

Motk a.  Includes taxes on sales to ctstomers.

Nore b The aggregate annual rentals wpon afl real property Jeased to The Studehaker Corporation and its subsidiaries
fof terms expiring more than thres years after April 30, 1934, amount to £460:603 vnder twenty-iour leases.

biore O:  The Corporation belisves that ali adivstments: necessary to state fairly the resglts of operations for the four
months ended April 30, 1954, have been reflected in the Consolidated Inconme Smtement for such period and that the locs
reparted has been determined in conformity with accounting grinciples applied in earlier accounting periods,

Nore 10: Reference is made to “Exeioves PExsion axo Oraes PLaxs™: “Studehaker Pension Plans” in the foregoing
Proscy Statement for cortain information with respect to the Corporation’s- Pension Plans.
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REPORTS OF CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors,
Pacuarp Motor Car Compary,
Detroit, Michigan.

We have examined the conzolidated balance sheet of Packard Motor Car Company and its subsidiary as
of December 31, 1953, and the related statements of income and income retained for the period of two years
then ended. Our examination was made in accordance with generally accepted auditing standards, and accord-
ingly included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances. It was not practicable to confirm receivables from the United States Govern-
ment by direct correspondence, as to which receivables we satisfied ourselves by means of other auditing
procedures.

In our opinion, the accompanying statements present fairly the consolidated finaricial position of Packard
Motor Car Company and its subsidiary at December 31, 1953, and the consalidated resulis of their operations
for the period of two years then eaded, in conformity with generally accepted accounting principles applied on
a consistent basis,

We have also examined the summaries of “Net Sales and Other Income”, “Income Before Taxes”,
“Provision for Income Taxes”, “Net Income” and “Book Value” given for Packard Motor Car Company
{Consolidated ) for the years 1952 and 1953 under the caption “Compatative Data” in this proxy statement.
In our opinion, such summaries fairly present the data shown therein of Packard Moter Car Company and
its subsidiary company for the years 1952 and 1933, all in conformity with generally accepted accounting
principles applied on 2 consistent basis.

Erxst & Emwst

Certified Public Accountants
Detroit, Michigan
March 1, 1954

To the Board of Directors and the Sharcholders of
Pacrssn Moror Caz CoMPANY:

In our opinion, the accompanying consolidated statements of net earnings and net income retained fairly
present the resyits of operations of Packard Motor Car Company and its subsidiary company for the year
ended December 31, 1951, in conformity with generally accepted accounting principles applied on a basis
‘consistent with that of the preceding year. The examination of such statements was made in accordance with

-generally accepted auditing standards and accordingly included such tests of the accounting records and such

other auditing procedures as we considered necessary in the circumstances. The examination did not extend
to periods subsequent to December 31, 1951,

We made examinations similar in scope for the vears 1947, 1942, 1949 and 1930, and we have also
reviewed the summaries of “Net Sales and Other Income”, “Income before Taxes”, “Provision for Income
Taxes", “Net Income” and “Book Value” given for Packard Motor Car Company {consolidated) under the
caption “Comparative Data® in this proxy statement for the years 1947, 1948, 1949, 1550 and 1951. In our
opinion, such summaries present fairly the data shown therein of Packard Motor Car Company and its
subsidiary companies for the years 1947 through 1951, all in conformity with generally accepted accounting
principles applied on a consistent bagis,

Price Waternovse & Co.
Detroit, Michigan
June 22, 1954
as of February 29, 1952
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PACKARD MOTOR CAR COMPANY

CONSOLIDATED BALANCE SHEET
April 30, 1954 (Unaudited) — December 31, 1953 (Audited)

CumeeNT Assers:

United States Government (351,184,005 at
April 30, 1954 and $1,241,943 at Decem-
ber 31, 1953) and short-term marketable
securities at cost and accrued interest, not
over market

HAecounts receivable from United Stites
Government

Notes and other accounts receivable, less al-
lowance of $140.396 at April 30, 1954 and
S100,000 at December 31, 1953

Unhilled costs under contracts with United
States Government

Inventories at lower of cost (frst-in, firse-
out method) or market (Note 5)

Raw materials, work in process, service
parts and supplies........... .o niiie

Automobiles

Prepaid insurance and other expense ... .. _
Total Current Assets.................

ATVANCE T0 STEEL SUFPLIER AKD MORTGAGES
RECEIVABLE

ProrerTiEs—at cost, including $12,324,807 at
April 30, 1954 and 212,306,262 at Decem-
ber 31, 1953, subject to five-year amortization
{Neote 6) :

Buildings
Machinery and equipment .................cooo..c.

Less accummulated depreciation and amor-
tization

April 30, 1954 December 31, 1953

$ 17,235,532 $ 24,027,104

4457 842 5.966,138

5,327 092 8,845,630

5,514,936 5719763

7 370,894 12,285,388

$20,428 053 524,997,514

8,121,526 28,550,514 11,287 312 36,284,826
1,642,739 489,014

$ 70,119,549 $ 93,618,763

2,305,405 2,640,031
$20,574,787 $29,582,275
28,137,285 27420754
857,712,672 $37.003.029
24,162,197 22.344.895
$33,550,475 $34,638,134
5,067,105 38,617,580 5,031,439 39,689,573
$111,042,534 '$135,049.267

(See notes to financial statenvents,)
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PACKARD MOTOR CAR COMPANY

CONSOLIDATED BALANCE SHEET
April 30, 1954 (Unandited) — December 31, 1933 (Audited)

April 30, 1954 December 31, 1053
CurrENT LIABILITIES:
Accounts payable and acerned expenses . $ 18,758,521 $ 30,180,073
Price redetermination trefund payable fo
Ynited: States Govermnent .00 000000 3,925,953 13,555,230
Provision for product warranty on automo-
biles and under Government contracts....__. 1,055,992 1057313
Taxes on ieomme. - oo S o 5412737 B215,535
Total Current Liabilities ... ... $ 29,153,203 3 53,008,751
SuarEHOLDERS' EguiTy:
Common stock, nio par value:
Authorized 25,000,000 shares
Issued 15,000,000 shares ... $30,000,000 $30,000,000
Capital in excess of stated value of common
1 e e R e L U e 12,016,721 12,016,721
‘et income retained since May 1, 1935, for :
e the bRk —— - — e 42 320,062 43,371,247
584,336,783 585,387 568
Less commion stock held in treasury (508,660
shares at cost) (MNote 2)....oovrrrirne 2447 452 81,889,331 2447 452 82,940,516

$111,042,534 $135.049,267

{ See notes to financial statements:)
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PACKARD MOTOR CAR COMPANY

CONSOLIDATED STATEMENT OF NET EARNINGS

and ile subsidiary

For the Four Months Ended April 30, 1954 (Unaudited)
For the Years Ended December 31, 1953, 1952 and 1951 (Audited)

Net sales |

Other income;
Interest on investments. i
Eentals

Sundry cther income (neth.....oeiicion

Costs and expenses:
Cost of products sold (Notes 5, 6 and 7)

Selling, administrative and general expense

Earnitigs (loss) before taxes on income......
Provision for Federal and foreirn taxes on
income ... R

Taxes applicable to deferred pension contri-
butions (MNote 1) .o

Wet earnings (loss) (Note 3)

4 Months Year Ended December 31
Ended
April 30, 1954 1053 1852 1951
71,774,100 $335, 819090 $233737.020 5178,168,319
59,670 414,203 200 664 442 395
62 318 200,081 199,975 384153
37,211 183,701 391,684 555,857
% 159199 5 JO97985 3§ 801323 & 1382405
71,933,200 2336617075 | §234.538343 5179550724
$67 987 197 $304740,275 205774245 155742778
6,140,287 19,433,834 16,131,835 12,714,386
574 127 484 $324,176,100 5221906080 SI62436,064
(5 2,194,185) $ 12440966 $ 12652263 3§ 11,094,060
{1,143,000) 7,000,000 7,014,000 5,122,000
- —_ -— 378,000
(% 1,051,185} § 5440066 § 561B263

$ 5,584,060

(Ses nates to finarcial stafements.)
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PACKARD MOTOR CAR COMPANY

CONSOLIDATED STATEMENT OF NET INCOME RETAINED SINCE MAY 1, 1935

and its subsidiary

FOR USE IN THE BUSINESS

For the Four Months Ended April 30, 1954 (Unandited)
For the Years Ended December 31, 1953, 1952 and 1951 (Audited)

Balance at heginning of year.... ... ...

Net earnings (loss) for the period

Reserve for contingencies transferred to
retained income

Cash dividends paid (80.30 2 share in
1951, 80.15 in 1952 and $0.20 in 1953) -

4 Months
Ended

April 30, 1954

243,371 247

(1,051,185)

$42.320.062

242,320,062

Year Ended December 31

1953 1552 151
E38,328,549 334043987 333,517,320
5,440,966 5618263 5,594,060

2,500,000 - =21
6260515 340,562,250 230411 389
2,598 268 2,233,701 4,467 402
5—'}3,3?1,%45 538,328,549 £34 043 0Q7

(See notes bo financial statemsants)
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PACKARD MOTOR CAR COMPANY AND CONSOLIDATED SUBSIDIARY

NOTES TO FINANCIAL STATEMENTS

Nore 1 — Pension plans are in. effect for substantially all employees. For the years 1953 and 1952 the Company has
provided for the maximium contributions wnder the plans which could be deducted for federal income tex purposes. All of such
contributions have been charged against operations for these years, and the balance of 367471 of ‘contributions for the year
1951 (3745471 less tax appiicable thereto of $378,000), which was deferred in that year, was charged against operations for the
year 1952 The smfunded cost of past servies under the plans, as estimated by independent actuaries, amounted to approzimately
$15,700,000 2t April 1, 1954, which amonnt may be funded over periods of thirty wyears with respect fo selaried employees and
twenty-five wears as to ail other employees from the inception of the plans. Relerence iz made 1o statement of annual cost
oF Packard Pension Plans under “Esrrovee Pexsios axp Orueer Praws”: “Packard Pension and Retirement Plans", in the
foregoing Prooy Statetient:

Hote 2— A total of 377500 shares at Apcil 30, 1954 and 347,500 shares at December 31, 1953 of common stock in treasury
was reserved for options granted to officers and executives permitting purchase of such shares at prices averaging $9.9% at
April 30, 1954 and £5.01 per shace at December 31, 1533, which prices were not Tess than 957 of the gquoted markef prices at
the dates the options were granted. Ogtions as fo all 377500 shares are now exercisable.

Nore 3 — Sales of approwimately 326000000 for the four months ended Aprl 30, 1954, SI42800,0000 jor the wear 1453
2ad 63,500,000 for the year 1952, to the United States Government are subject to renegotiation, but the Company believes that
any adiustments resulting therefrom will have no mportant effect on these financial statements,

Kot 4—Princigles of Conzolidation:

The accoumts of the Company and its only subsidiary (a Canadian Corporation) have been consolidated herein,. The accounts
of the subsidiary have been included at appropriate rates of exchange, Intercompany accoants, transactions, and income have
been eliminated. The subsidisey i3 not significant as to either total assets or total revenues.

Nore S—Inventories and Cost of Products Sold:

Inventories of raw materiale and worl in process are shown s a single amount, as it is impracticable to segregate them.
Inventories have been stated at the lower of cost or market prices. Cost Has been determined by the first-in, frst-out method
and murket resresents the lower of replacement market or selling market after allowance for costs of distribution.

The inventories used in computing cost of praducts sold and the major classifications thereof at December 31, 1950, 1351,
1952 and 1953 and April 30, 1954 were as follows:

December 31,

Apr. 30, 1954 1953 1952 1851 1950
Materials, work in process and finished products: N SN
Raw materizls and work in process........... $1L696213  $15883504 17821484  SIZ101799  $13796,14
Fimshed products:
Automobiles ... 8,121,526 11,287,312 281,75 11,741 463 1,176,809
Service Parts and Accessories.. . oo B 62276 8,186,316 4,712,311 5778520 4392882
U S I - 924608 1496782 1,199,651 960,451
Total Materials, Work in Process and Finished
Beadinahe o s e e e RS £30,284 826 26,836,312 230,231 442 $20,3006,335
Unhbilfed cozts mmder contvacts with the U. 5. Govern-
i P L e e T [ NSRS T T  SEONEISCOCPRI | L 3.k | ¥ L 30,002,309  BR3347 441 SI2,187 704 £ 156857
Less PrORTESS PAVIRCTES. oo oiinivinmmisismmsiamabimtisrannsiiins ByASD2SG 17,717,011 9,868 146 5,306,060 -

$7.570804 SI2ZRSIE 23479205 S 6SSI6M 5 166857
Total Taventories and Unbilled Costs.. $3592L408 $48570214 SS03I5607 SI10508 520473193
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NOTES TO FINANCIAL STATEMENTS — (Continued)

Nore 6—Froperty, Plogé and Eguipinent ond Deprecigtion ond Amortizafion Policics.
Property, plant and equipment at April 30, 1954 is summarized by major classifications as follows:
April 30, 1954
Land m:prmmutnl:. 1,405,557
Bm.!:hngs au:l h-mldmg TETRME EI VEIIRETIIR 111 oomrms mimrremmsmremr e et s 20,574 787
Machinery, equipment and service w:h:deu.... 15,922 044
Lasehold Imiprovemiomis: ... e i pasmssast sbasssd bt 100,383

$62.779,777
Less accumulated depreciabion... ... ..ot et 24,162,197

177 - | S P RPN SRS SON P $38.617,580

The policy of the companies bas been to provide for depreciation of property, plant and equipment by charges to operations
{computed by the straight-line method for the Company and by the declining-hatance method for the subsidiary) at anmual
rates which are sufficient to dmortize the gross carrying amounts of the depreciable asset: within the estimated wseful Tives
of the various classes of assets,

The range of annnal rafes nzed in computing depreciation with respect to ordinary facilitics is as follows:
Rate
Bl 2140t
Land and bulldmg 1mpmv'emem 5 to 10
Special BeilBes e 25

Service and fraffic vehicles ..., 10 to 3334

The portions of the costs of assets which are subject to special amortization as etnergency facilities under the defense-
production program amounting to approximately $12,324897 at April 30, 1954 have been separately classified and are being
amortized over periods of sixty months from date of acquisition or comgletion of the facilities. The remaining portions of the
costs, which are not ‘subject to special amortization, are being amortized by provisions for depreciation st the appropriate
annual rates described above, Reference iz made to Packards modernization program described wnder "History, Business
axp Froremrms of Pacxasp”! “Current Developments”, in the foregoing Proxy Siatement,

Expenditures for maintenanee ‘and repairs have besn charped against operations. Expenditures for betfentients and
major renewals have been capitalized,

Expenditures for tools, dies and patterns have been amortized and charged to expense over their estimated productive
fives.

The carrying amousts of ascets sold or reticed, and the related allowances for depreciation, have been elimipated from
the atoounts in the month of disposal in the case of sales and at the year end in the case of retirements, and the resulting gains
or losses have been reflecied in operations,

The costs of leasehold improvements have been amortized ratehly over the terms of the respective leases,

Ordinary patent costs and expenses are charged to operations as incurred. Such expenditures for the years ended Decem-
ber 31, 1951, 1952 and 1953 and for the four modsths ended April 30, 1954 were not material in amoont,
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STUDEBAKER-PACKARD CORPORATION

FRO FORMA CONSOLIDATED BALANCE SHEET
April 30, 1954 (Unaudited)

ASSETS

Ao e R A U e el e e N s BT R B T

U. 5. Government ($1,184,005) and short-term tmarketable securities at cost and acerued
Interadt, SOk OREr BEIEReL: T S e e R e e S R e

Sight drafts outstanding. ...

Accounts receivable from Lmted States Government...,
Accounts, acceptances and notes receivable (less reserves of $EED 129}
Unbilled costs under contracts with U, 8. Government.,...........o.oooooooi

Recoverable portion of federal and foreign taxes paid on income of prior years... ... .. .
S [ ) e e e s SR
Prepaid expenses ...

it T R e e et N 151 2SS

Non-current investments and receivables. ... s, TR R e e
Property, plant and equipment (including land $6,382,764) (Note 3).. ... $156,430,962
less: Reserves for depreciation and amertization ... 58,230,586

5 34114434

4,457 842
2,805,304
9,305,482
9433408
7,370,804
1,896,533
31,646,626
2,297 723
RIS3 418246
3,070,605

98,200,376

LIABILITIES, CAPITAL STOCK AND SURPLUS

314% Sinking Fund Debentures payable within one year________
Accounts payable and acerved Char@es. ..o i e e
Price redetermination refund payable to U, S. Government .............oo..ooivievoooo oo
Federal ant Torcigh taXes 00 MI00MIE. i uicuiicisriicin iy b s o et e e s
Provision for product warranty on astomobiles and under Government contracts._.. ..

Totallchroenr Holalies. < i i e e M Y e W S (e
334% Sinking Fund Debentures Due December 1, 1966 ...

Capital Stock and Surplus:

Commeon stock, par value $10 (Note4)
Authorized, 15,000,000 shares

Issued T A s $ 65,421,870
Earned Surplus (Notes 5, 6and 7). i 118,572 362
F1E3, 004 432

Less: 101,732 shares in treasuty, at cost....... 2447 452

Total Capital Stock and Swurplas.... ...

(See notes to pro forma consolidated balance shegt. )
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§ 730,000
532,824,521
3,925,953
7,835,781
1,055,992

$ 66,392 247
6,750,000

181,546,980
$254,689,227



STUDEBAKER-PACKARD CORPORATION

NOTES TO PRO FORMA CONSOLIDATED BALANCE SHEET

More 1: This pro forma balance sheet has been prepared from the foregoing unavdited statements of Studebsker and
Packard.

Nere 2:  Inventories of Stindebaker, in the amount of $53.096,112, are stated at cost which, in the aggrezate; is lower than
replacement market prices and after reserves of $2326678. lnventories of Packard, in the amount of $28,350,514, are stated
at the lower of cost or market.

Nore 3: Properties of Studebaler are stated at appraised valies as at March 8 1035, with subsequent additions at eost
and after amortization taken on toals, dies, jige and fixtures which are peculiar to partiealar models. Properties of Pacdkard
are stated at cost and include assets having a value of $12,324 897 subject to five year amortization.

An analysis of the properties and reserves for depreciation of the two companies follows:

Stodebaker Packard Combined

e RN S G 1 A USAN Y BT TR =3[ .« (T 1 1| - G = 1.
KRS PARNE. ... s e it e b P 14 b d s 02 344,526 ST FiZ672 130057198
$03,660,185 SO2 TR 5156439962

Reserves for depreciation and amortization ... ..o 24077389 24,162,197 58,230 586
Mt RAIMEE . .o sp v e s erssrans snsansan $39, 382,796 E3B.617,580 § 08200376

Motk 4: The shares of Commen Stock shown as outstanding st April 30, 1954, include those heretofore issued by the
two companies and alse 1,371 shares estimated to be issoable hereafter in respect of securities of the predecessor corporation
of Stidebaler, converted on the terms described in the foregoing Froxy Statemment.

More 5: The Indenture under which the 3:6% Sinking Fund Debentures of Studebaker are issued provides that Studebalker
shall not, after December 31, 1946, pay dividends on its common stock (other than in steck) or apply funds to the purchase
thereaf in excess of consolidated net profits subsequent o that date, plus 21500000, or in any cise, where such a dividend
ar parchase would reduce consolidated working capital below $18750,000 or 1253% of consolidated funded debe, 318,619,940 of

the surplus of The Studebuker Corporation was so restricted at Aprl 30, 1954,

Nore 6: The profits of Studebaker for 1951, 1952 and 1953 and the four months ended Apeal 3, 1954, a5 well a3 the
profits of Packard for 1952 and 1953 and the four months ended April 30, 1954, are subject to adjustments on-accoust of
renegotiation of Government contracts. However, it is not expected that such rencgotiation will affect materially the pro forma

halance sheet as presented.

Mere 7: For purposes of the pro forma balance sheet, the reserve of £1.836,019 for loss on deniolitien; disposal and change
in use of property and facilities, and carrying charges on property held for sale, and the amownt of §1 shown for Trade Name,
Cood Will and Patent Rights, shown on the comsolidated balance sheet of The Studchaker Corporation and Subsidiary
Companies, as of April 30, 1954, have been eliminated. The afors-mentioned reserve is no longer reguired.

The surplus shown on the pro forma balance sheet, all of which is considersd earned surplas, was computed as follows:

R oy s 1 = ST ——ES £ 30,000,000
Capital in excess of stated value T e it vl b T ) DR e e et s e 12016721
Net incomte retained since May 1, 1935, for use in the business...oimmem s, 42,320,062
% 84,336,783

Sindebaker Common Stock .. i R L R T O (e 2361458
Capital Sarploe .ol : e A e A T T 18, 41852
$182,154,414

Plis Studebaler reserve for logs on demolition, ete, and less $1 for Trade Name, ot 1,236,018
183,584 432

Less Studebaker-Packard Common Sfork ..o s 65,421,570
Earaed SHEDIEE Lol e i st e e i e s e b e £118,572.562

T+ has niot yet been determined the extent to which the carmed surples will be available for the payment of dividends by Studebaker-
Packard.
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